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				ON WHITE INK

				Top 10 most remarkable thriller debut 2013 (Netherlands). “Unique. His ‘firstborn’ is already a hit. White Ink speaks to a wide audience.”

				Crimezone.nl 

				“Thrilling, enthralling, fascinating. After a few Baldaccis and a Grisham, this book was at least as good. Take your time to read it because you won’t put it down. Great debut. May many follow!

				Annerie Vreugdenhil

				Head of Commercial Banking Netherlands, ING

				ON ONE BILLION AND ONE DIRHAM – 

				FINANCIAL FAIRY TALES

				“Erik Vrij has spent a career that spans both finance and fiction. He has the knowledge and imagination to bring these two strange worlds together in a way that is both instructive and fun to read. Anyone reading his stories and thinks they are made up by the power of imagination will be surprised to know that they are well founded in reality and made accessible and enjoyable in the hands of a master story teller.”

				Ian Morley

				Founder Chairman, Alternative Investment Management Association 

				“Financial literary prose for City Slickers. Hilarious and very well written. Enjoy the fairy tales like Crème Brûlée: one at a time.” 

				Jort Kelder

				Journalist and TV presenter

				ON MACBET & KING LIAR – FINANCIAL 

				TRAGEDY & POETRY

				“Shakespeare would have done the same if only he’d thought of it.”

				Rollonfriday
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				Note From The Author

				I have never liked or enjoyed horror. All too often it comes in predictable quasi-scary forms, with vampires, zombies, supernatural forces and more. I was never interested in being scared by reading or watching movies. That said, having finished two books covering unusual fictional twists of financial stories – financial fairy tales and financial poetry – I was appealed by trying financial horror. It seemed to have good potential in a financial setting. 

				I started early this year where I had started for my previous books: to find famous stories – horror this time - look at their storyline, characters, quotes and setting and to turn them into a financial setting, often with a resembling title. I was very pleased it became a fun journey – again. Turning the Swiss Franc into a zombie currency as a result of supernatural ransomware dubbed “Swiss Francenstein”, creating a Bearwolf in an unglamorous location off Wall Street that turns into a savage associate-eater when markets turn ‘bearish’ and go down, turning the Ghostbusters into Lossbusters, and nearly twenty more stories like this.

				Are they scary? I have tried to use traditional scary elements in them – supernatural, inexplicable events with dramatic consequences, creepy people, but I find the entertainment and fun factors more important. And financial horror being financial horror, I have incorporated some of the world’s most damaging and horrific real life or potential financial events, products, markets, practises and people in these stories: dark web trading, AI, ransomware, Crypto-currencies, vulture funds, Ponzi-schemes, major defaults, system failures, scandals, fraud, murder etc. 
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				note From the author

			

		

		
			
				To finish it off, I could not resist merging financial fairy tales, poetry and horror into the last ‘grande finale’ story of this trilogy: The Bad-Damns Family Office. If you enjoy reading this book as much as I enjoyed writing it, my mission has succeeded.

				Erik Vrij

				Abu Dhabi, October 2024
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				Foreword

				My experience is that it is important when telling a story, to tell it well. Catch the attention of the reader, let the story unfold at a good pace, keep them interested, make sure it’s no too long and then finish strongly, with the audience wanting more. Erik Vrij, once again, in his third instalment following stories of Financial Fairy Tales and Financial Tragedy & Poetry, has succeeded at all levels.

				Money and finance are at the root of the growth and decline of most civilisations. They crash when the hard or real asset backed currency gets devalued by cutting down on the metal content or cutting it out altogether as the US did with gold in 1971. Since then, it is a fiat money with a promise and a printing press. 

				What Erik Vrij has done so cleverly and entertainingly is to look at real or potential horror stories from the actual world of finance, to create the most imaginative story and headlines from them and then unwrap an enthralling narrative that is fun to read and leaves you with a lasting impression of the power of duplicity and cunning in financial engineering when it all goes wrong. 

				He touches on the supernatural and perhaps the more insidious fears of the world of digital and Artificial Intelligence as they take over financial control. He writes with the insider’s knowledge of finance and markets superbly crafted to the writing skill of great and original story telling.

				Ian Morley

				Chairman, Wentworth Hall

				Founder Chairman, Alternative Investment Management Association

				London, October 2024
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				Part I: FINANCIAL TRAGEDY

			

		

		
			
				Part 1

				FINANCIAL TRAGEDY
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				Swiss Francenstein

				“What is this?”, said the balding man as he took off his hornrimmed Ralph Lauren glasses and looked at one of the three screens on his desk, ignoring the fountain outside that was jetting five hundred litres of Lake Geneva’s water one hundred and forty meters into the air. 

				Gregor Schibli had been a private banker ever since he graduated from the Universität Basel. He was teased by his university friends for looking like a born accountant and they had been right. Little hair of grey colour, dark grey suit, light grey or white shirt, dark tie without any detail or colour having potential to draw attention, no humour, he ticked all boxes. The calculator in his chest pocket was missing, although he had been seen wearing a Texas Instruments TI-Nspire CX II top model there occasionally. Moreover, he had worn suspenders and a belt simultaneously, on numerous occasions.

				Gregor had initially joined a big four accounting firm in Zurich but moved on after just six years of counting beans, although he liked it. He had had enough of being made fun of and made a ‘significant career switch’ according to his few Basel mates and joined a mediocre private bank – one of many that littered downtown Geneva. Moving his way up the ranks at snail speed, he had probably reached the summit of his career as Senior Private Banker. 

				The international bank transfer Gregor had just initiated was not settled. “Error code 087: conversion unavailable”. Gregor called his usual IT contact Marwan on Teams and explained the issue. 
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				Swiss Francenstein

			

		

		
			
				“There seems to be a bigger issue. Others in the bank have reported the same problem. We are in touch with the SNB,” Marwan said, referring to the Swiss National Bank. 

				“OK, thank you Marwan, this had better be solved quickly. My client is not patient.” 

				About two hundred and ninety kilometres away at SNB’s Zurich head office at Börsenstrasse, sweat poured down Gottlieb Swegler’s forehead. He had just hung up on a call from the Chairman’s office. He had been summoned to the Chairman’s office, immediately. The Continuous Linked Settlement foreign exchange settlement system he oversaw, was not doing the only crucial thing it was supposed to do, to facilitate all international payments to or from Switzerland: settling foreign exchange transactions by converting Swiss Francs into any other currency or the other way around. As proud as he was to boast that all exchanges of currencies for all of Switzerland was made possible due to ‘his’ system, he was now very painfully aware that a continuation of this problem for minutes, could cost him his job in hours. Trillions were held in Swiss bank accounts based on the simple premise that it could be converted and used outside of Switzerland. Nobody ever thought of that because it always worked in Switzerland. Until it didn’t. Until today.

				He had never been inside the office of the Chairman of the Govern-ing Board. When he entered the large, modern looking office, most Executive Committee members and some senior executives were there. Some of the Exco members were sitting on couches around a low table where the Chairman was sitting as well. Others were standing behind the couches and did not seem bothered to get chairs. Thank God I am not the only one here. There must be a very serious issue if this many senior executives are gathered. I have never seen them together except on townhalls?
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				Swiss Francenstein

			

		

		
			
				“Gentlemen,” said the Hans-Michael Newmark, ‘Hami’ as most staff referred to him, Chairman of the Swiss National Bank’s Governing Board, “a tragedy is unfolding. Our CLS system has been settling foreign exchange transactions since about forty minutes ago. A flood of calls is coming in, not just from all over Switzerland, but from Swiss bank account holders worldwide. Parents that want to send money to their children abroad, companies that need to pay invoices, you know what part of the several trillion Swiss Francs that are held in bank ac-counts with Swiss banks must be exchanged and what happens if that doesn’t happen. Every second we are unable to do so, we are incurring gigantic damages, not just financially but most of all also reputational-ly. Switzerland is a beacon of stability, neutrality, reliability! What is happening is a tragedy!’

				I have never seen the Chairman this upset, but no surprise… thought Gottlieb. What on earth is happening? 

				“You may not realise why this is happening, but I have summo-ned you because this is not just a technical glitch.” He paused and looked around the people that were regulating, facilitating and partly running the entire banking system of Switzerland.” 

				Oh, here it comes, Gottlieb thought with a sigh of relief. There is a rea-son. Let it be something I can’t be blamed for… The senior executives in the room were motionless, silent, almost taken from Madame Tussaud.

				The Chairman continued. “About twenty minutes ago, I received an email from an obscure email address.” He put on his reading glassed and looked at a print he held. The email said the follo-wing: “Switzerland’s reputation as financial centre will be destro-yed withing a day unless a ransom will be paid. The email address was telling: ransom@swissfrancenstein.attack.” He looked up from the print. “The message stopped there. No amount mentio-ned, no best regards, only the name Swiss Francenstein signing at 
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				Swiss Francenstein

			

		

		
			
				the bottom,” he added with a cynical tone of voice. “Trust is eve-rything and time is of the essence, every minute counts. That is why I want each of you to be advised and challenged by the best consultants money can buy. You will all get a call in the next thir-ty minutes from a cyberfraud consultancy I have just instructed. They will not run the show formally, but they have carte blanche to do the needful subject to my approval and consultation with yourselves. Is that clear?”

				The senior executives in the room nodded, some murmured a faint “clear.”

				Shortly after the meeting, Heidi Blum, Head of Communication at SNB, was browsing the internet. She had just come out of an emer-gency meeting with the biggest call centre operator of Switzerland as well as a specialist Media and investor relations consultancy. They had presented the media impact and commotion that had arisen. A search for ‘Swiss Franc exchange’ had already yielded about 50 pages of results and they weren’t great. At all. Not at all. A disaster. She scrolled through with a view on how to communicate around this, this, this… disaster was the only word that came up. Countless articles about ransomware, speculating on who was behind “Swiss Francenstein”, even about the similarities between the real monster Frankenstein and Swiss Francenstein, on the technical background and security of the CLS system, countless pages with stories of personal and businesses being affected, cynical comments about black money not being useful either. A disaster… 

				Her eye was caught by one response in the comments under an article on FT.com. “What is a currency if it cannot be exchanged? The Swiss Franc is reduced to a zombie currency. Alive but dead, money sitting in a closed Swiss pocket... Whatever ransomware may have infected the SNB, Swiss Francenstein has turned the Swiss Franc into a zombie-cur-rency, a half-dead currency walking around Switzerland.” She smiled 
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				Swiss Francenstein

			

		

		
			
				for a brief moment. Nice pun. She thought further. Dangerous though. How to correct a pun like that? Downplay, distract. Probably. Not sure.

				A short press conference was hastily organised at SNB. Heidi Blum went on stage and made a statement. “Today the Continuous Linked Settlement foreign exchange settlement system has ceased to process foreign exchange transactions. It appears the CLS system and the Swiss National Bank have become victim of a ransomware attack. The Swiss National Bank is doing everything it can to understand the cause of the system’s failure to process transactions and – she looked into the camera that broadcasted her dull appearance to millions of viewers around the world - to solve the issue as soon as practically possible.” She left the stage dodging a barrage of questions on who was behind this, how many transactions had been affected and more questions she frankly could not answer. 

				Gottlieb had slept badly that first night after the infection. The cause was still utterly unclear, and speculation was all over the global news. All major news channels around the world and financial media had jumped on the settlement system that made it go around. Nobody had heard of CLS, a hitherto boring currency exchange system that exchanged billions of Swiss Francs without anyone being interested, paying attention. His system had been taken for granted by the world, just like so many other payment systems. Until it did not work any-more. Lots of Schadenfreude of course. Annoying, the usual Swiss account holder bashing, banking secrecy that was ‘punished’ - it had been decreasing anyway. After a long fight with his wife about not having prevented this from happening and the prospects of being fired – she slept in the guest room for an hour - he dreamed of CLS. A night-mare. Literally. CLS had gone malicious.. It wasn’t just a cold error message as most account holders had really seen the day before. He saw the CLS dashboard he would be watching in the office reporting account balances being exchanged without instruction, into accounts and currencies that were never meant to be credited. An invisible 
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				hand seemed to control the flows of finance, control currencies, move money. The computer screen in front of him was showing the conso-lidated movements. The SNB Chairman barged into his office, telling – nearly shouting at him that all banks had been reporting payments that weren’t instructed, triggered and settled by CLS. CLS had gone nuts, amounts transferred to random beneficiaries around the planet. He had woken up, bathed in sweat when his computer had started laughing at him, a scary and loud laugh. Out of a computer on a desk in the Swiss National Bank that had never produced any sound other than an occasional beep upon some incoming email, depending on the audio settings. 

				The next day, The Financial Times’s front page opened with the dreaded headline. Heidi Blum as well as all other senior executives of SNB were watching it in awe, sitting in SNB’s board room together with all Exco members. “Swiss Franc victim of ransomware attack”. The article was projected on a big screen at the front of the meeting room. The participants’ eyes were glued to it, devouring the lines on the pink background: “The Swiss National Bank’s Continuous Linked Settlement foreign exchange settlement system has been attacked by ransomware, according to an email received by FT from a source sig-ning as ‘Swiss Francenstein’ and using the email address ransom@swis-sfrancenstein.attack. During the morning of July 28, the CLS system ceased to process foreign exchange transactions, leaving several million transactions unprocessed. According to the email, Switzerland’s repu-tation as a financial center will be destroyed in a day unless a ransom is paid. The Swiss National Bank has responded to do everything it can to find the cause of the issue and to solve it as soon as possible. The SMI, Switzerland’s most important equity index, nose-dived by 15% in half an hour before trading was stopped.” A photo of the SMI was pictured next to the article.

				“It is a short article. Not much more to paint than a grim pictu-re,” said Chairman Hans-Michael Newmark. “We are about 20 
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				hours into this nightmare and are rapidly losing our reputation if we don’t act very quickly.” He looked at Karl, SNB’s Head of IT. “Karl, why don’t you brief us on where we stand on the technical side of the attack?”

				Karl shoved in his chair and cleared his throat. He looked tired and wore the same grey suit with blue shirt as the previous day, and that was not because he liked them so much. “We have looked deeply into the coding of the system – together with external forensic software ex-perts and ransomware specialist consultants I should add. All through the night the entire CLS system has been analysed, every line of code. The usual ransomware would normally not be hard to discover, but rather be hard to solve. In this case we are looking at a mystery. There is absolutely nothing extraordinary to be seen. CLS should be wor-king normally, but when we do a test run, it simply won’t process the transaction. The email address also shows absolutely no traceable IP address, domain or other traceable.”

				Gottlieb Schwegler looked at Chairman Newmark. What is he going to say about this? Clearly not the kind of answer he is looking for. He thought of his dream. I never remember dreams so clearly, flashed through his mind for a moment. Transactions that self-initiated, CLS going nuts, spooky, the loud sadist laugh.

				“That can’t be. Karl, you know my esteem for you is high, but this is not good. This is not a story that we can communicate. We will look stupid. We will have a press conference in hours, and we must have something to tell, Karl. Something that makes sense, the beginning of something. There must be progress, something tangible. If we present nothing, heads will roll. If the people that have been trusted turn out not to be capable of solving an issue like this, it will be very damaging for SNB.” He paused and looked out of the window. “For the whole of Switzerland in fact!”
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				A pen fell on the ground, creating the only sound apart from the air conditioning. Karl and the others in the room were motionless. Until the Head of Domestic Settlements, Giovanni Larotta, spoke in his typical Ticinese Italian dialect. “Excuse me. I am just getting a message that our domestic payments are not settled well. Apparently, payments are not settled, settled differently from the instructions and even… Hang on, this can’t be real!” He looked at his phone. “It is even being reported that payments are being made without any instruction, from regular consumer accounts to random accounts of other consumers and companies across Switzerland.” He looked up. “This is unreal…”

				Gottlieb Schegler swallowed hard. My dream comes true…

				Just as the Chairman was about to respond, SNB’s General Counsel, Nina Zimmerli, pointed at the screen where the FT article was projec-ted. ‘Look, look!’ she said. They all looked and watched, speechless.

				The Financial Times’ main front cover headline was being rewritten on the big screen of the board room, as if typed by an invisible type-writer, but in full FT lay-out. “Swiss Francenstein ransomware now blocks all Swiss Franc payments”. The day and date of the article chan-ged to the next day’s and the article started to be typed into an empty piece of front cover. The Swiss National Bank’s board members wat-ched in awe as they saw the main cover photo being replaced for one of their building. A text was typed underneath that read: “Swiss Natio-nal Bank unable to solve Swiss Franc settlement issues.” Nina took her phone and started making a video recording of the surreal thing that was happening on the screen. Letters were typing the next day’s article. “A day after the Swiss Franc ceased to be exchangeable into foreign currencies, settlement issues have expanded to domestic payments. In the course of Wednesday, domestic payment irregularities started being reported throughout Switzerland. The Swiss Interbank Clearing continued its operation, but payments were in many cases cleared to different accounts and in different amounts than as instructed. SIC 
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				operates on behalf of the Swiss National Bank. SNB has responded that it is looking into the matter with the highest possible priority.”

				Just as the article appeared to be finished, and Nina Zimmerli was about to stop recording the video, a text in big handwritten letters appeared across the screen: “Want to avoid tomorrow’s news? Pay a million bitcoin.” In a few seconds the text disappeared, and the origi-nal FT article appeared again.

				“I have recorded all of it,” said Nina, playing with her phone. “Hang on…” She replayed the video she just recorded and looked. “This can’t be right… You all saw the article being rewritten, right?” She looked up and around the table. Some nodded. “Well, my recording shows nothing! It simply shows the original FT article throughout the video,” she continued while watching the video that was still playing. “This is surreal…”

				Hans-Michael Newmark broke the silence after a bit. “How much is a million Bitcoin? Isn’t a bitcoin over sixty thousand Francs?” He silently did the math himself. “Sixty billion francs they are asking?” He was silent again. “That is insane.” Another silence followed. “We can’t just tap that kind of money.”

				“We are a central bank, we can print money,” said Nina.

				“Are you crazy?” said Hans-Michael. “Do you have any idea what that means for inflation?” 

				“I’m not an economist,” said Nina, “but wouldn’t they spend the money elsewhere than in Switzerland? If we create Swiss money that is fully exchanged into bitcoin that vanishes, it doesn’t seem likely to go into the Swiss economy and increase prices. And even if some of it does, our country has never really shied away from receiving funds.” Faint chuckles could be heard around the table.
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				“I don’t think printing money is the way to solve an issue like this,” said Chairman Hans-Michael, but we may need to be open to any option. Let’s create work streams that will investigate various options of dealing with this issue. Ulli,” he said to Ulrich Leitner, SNB’s Chief Economist.

				“Look, LOOK!”, said Nina, as she scrambled to get her phone into the video modus again. She started recording the big screen where another news headline appeared. “Quantitative easing is the only solution to the pain that will increase.” Almost immedi-ately a sadist laugh sounded. 

				“What on earth was that?” asked Gottfried.

				“I heard that laugh before,” said Ulrich. He paused for a moment, thinking. “Isn’t it the one at the end of Michael Jackson’s Thriller song?”

				“Indeed”, someone else said. 

				The Chairman was again the first to break the silence: “What kind of a horror story have we ended up in?”, said Chairman Hans-Michael. “This is becoming a very bad dream. I have no idea what I am going to tell the President. This is just unbelievable. I feel I need witnesses before she is going to doubt my mental capacity.”

				“We can arrange that,” said General Counsel Nina. “We may need quite a few to make this a credible story though…”

				“We don’t have any time,” said Ulrich Leitner. “Any minute this issue is not resolved, our financial system and country will be taken less seriously, become very fragile. A pariah country even, perhaps. We will lose considerable funds. It is a very high price to pay. Perhaps higher than sixty billion.”
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				“Who says they will actually stop this attack if we pay?” said Nina. “I read that most ransomware attacks lead to some kind of decryption key being given when payment has been made – in some 90% of cases - but that doesn’t always solve the problem. In some 30% of cases additional measures had to be taken. Obvi-ously, those are not the kind of cases of ransomware that stop a country from operating, like our case. We can’t exclude they will want more if they see we are paying. Paying is a sign of weakness.”

				“Frankly we are hardly in a strong position,” said Hans-Michael, “but I take your point. I think we will need to find a technical solution to get rid of this problem in no time, and that soluti-on should cost less than sixty billion.” He looked again at Karl. “Karl, what resources have you not tried yet? Can we talk to secret services, whizz kids, hackathon winners, anything?”

				“I am sceptical of the result,” Karl responded, “but of course, we must try any realistic solution.” 

				The personal assistant of the Chairman walked over to Chairman Hans-Michael and said something in his ear. He frowned and said: “There you’ll have it. The President of the Confederation on the phone. Please stay here, except Nina.” He walked out with Nina following him. 

				They returned about 15 minutes later. “We have told her that an army of whiz kids has not been able to find any IT issue. We have not told her about what we have all seen on the screen. Nor about the laugh. I never felt closer to being a liar. Anyway, we have agreed a way for-ward.” He looked around the table, ending with Heidi. “The country has never been under a more severe attack. There is sheer panic at every level, in every corner of the country and government.” Hans-Mi-chael’s voice was shaking. “The President has told me in no uncertain terms that this needs to be resolved immediately. At any price. The way forward is therefore that we are going to print money, buy a mil-
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				lion Bitcoin, pay the ransom and hold a press conference in which we announce that we are very close to solving to the issue.”

				A sigh of relief was almost audible around the table. 

				“Heidi, please prepare a press conference, to be held at noon today. Karl, you will of course continue to identify the issue with wha-tever means necessary. Ulli, please get the money printer rolling and arrange for immediate conversion into Bitcoin. The Federal Intelligence Agency will closely follow the payment. And all our movements and what we say. Or better not say. This is a state secret as you will understand.”

				Exactly at noon, about an hour and a half after the meeting ended, Heidi Blum came on stage in the small press centre of the Swiss Natio-nal Bank. It had never been as packed with press in its existence. Heidi looked briefly into the room before quickly peering back onto the screen in front of her that covered the teleprompter that she was going to read from. The words were carefully chosen and agreed with Chair-man Hans-Michael. They had considered whether he would present the press conference, but they had decided to leave the presentation of the matter as an accident, not to be elevated to the highest level, even though that was exactly what had happened behind the scenes.

				Broadcast around the world, Heidi Blum began the report of the SN-B’s greatest moment of misery. “Yesterday, the Swiss National Bank’s Continuous Linked Settlement foreign exchange settlement system has become subject of a ransomware attack of unprecedented pro-portions and sophistication. Foreign exchange transactions have been widely become blocked or otherwise disrupted. This morning the ransomware attack has spread to include domestic payments of Swiss Francs cleared through the Swiss Interbank Clearing. In the interest of national and international financial security we will not comment on the actual attack or details of the ransom at this time. All we will say is 
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				that we expect the attack to be resolved imminently. Thank you very much.” Heidi did not dare looking at the journalists present.

				As she left the stage towards the door on the side of the room, jour-nalists fired countless questions at her, until they were silenced. They were silenced by the same horrific loud laugh on the speakers that silenced the senior executives of the SNB earlier. 
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				Specula

				“Sanguine has gone through exceptional growth, almost like a start-up IT company but unusual for a develo-per of medical equipment. How do you explain this?” asked journalist Edward. The tone of his voice reflected a kind of ‘too good to be true’ cynicism. Representing the Financial Times, he was typically one of the first at press conferences like this to ask questions and this time it was no different. The room was filled with journalists as Sanguine had become a very hot stock, for reasons not fully un-derstood by financial analysts. Meaning both ‘positive under difficult circumstances’ and ‘bloody’, ‘bloodthirsty’, the name was somehow appropriate for the type of product and indeed the success of the company. 

				The young, not unattractive CEO of the company standing on stage with her black turtleneck sweater answered immediately. “Blood transfusion has traditionally been a very important but rather dull area of the medical profession. What we have managed to develop is a blood transfusion device that does its job not just well, but important-ly it is small and simple to use. It can be used on everyone, everywhere and under most circumstances. More than any other device it helps countless people around the world, in remote and poor areas to give and obtain blood where it would not otherwise be possible. Everyone loves it, the patients, doctors, and yes, also investors.”

				A journalist sitting behind Edward made a comment to his neighbour. “Investors, ha ha. She seems to have only one key investor. Incredi-ble how she is answering this question with a basic sales pitch!” One investor? Edward thought, Really? Why did I not hear anything on that before? Who would that be? He gave it some thought but the identity 
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				of the investor did not come to mind. Not great PR to have only one real investor, like the rest does not believe in it. 

				The thought of the single investor kept him curious for the rest of the day. Why would one investor invest so much in something unsexy like blood transfusion? Surely there are better investments than blood? Or is it an unsexy but profitable niche? I don’t really know. It is such a hyped company though. I should write an article on the secret investor behind it. It should pay off.

				It took him days on the internet and calling around in his network to find out who the investor was and where it was based. He had been browsing countless sites related to the blood industry. Very big business actually. Not quite oil or data but he did find references to “red gold” and in fact even illicit trade in blood and even ‘blood bank robberies’. Amazing…

				Sanguine was a private company and it seemed to be very private about its ‘private’ investor base. The name Specula SRL appeared somewhere online after a long search, but it wasn’t based on any hard information. Edward had spent a lot of time searching through online Italian company registers to find a company by that name, but without any luck. At some point he scrolled a bit further down Internet search results and found out that “SRL” didn’t just mean “Societå a respons-abilitå limitata” in Italian as seemed logical, but also had a Romanian meaning: “Societate cu Răspundere Limitată”. Would it be a Roma-nian company? He found the Romanian companies register quickly. A search for Specula SRL resulted in a clear hit: a company was registe-red by that name in the County of Brasov. He looked it up and saw the photos of a medieval city in the Transylvania region of Romania among the Carpathian Mountains. What an amazing old city. I need to go there to do research into this! He wrote down the address: Strada General Traian Moșoiu 24, Bran 507025, Romania. Curious about the location he Googled it. An old castle came up: Bran Castle. Dated 
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				1377. What the f… Is this company based in a 1377 castle? He searched further for information on the castle and the company. It was owned by descendants of Romanian royalty and had a long history, but other-wise he could not find much of use. Descendants of Romanian royalty. Are such people investing massively in blood transfusion? 

				He spoke with his boss, the editor of FT. It did not take long to convince him that the potential story about the mysterious Romanian royal investor behind the spectacular growth of an unusual company involved in “red gold” was worth looking into. Edward was soon on a plane to Bucharest. When he arrived at the airport, he rented a car and drove directly to Bran where he checked into a hotel with a good view over Bran Castle.

				Kim Park-Ran hung up the phone after a long call with a Romanian fund manager he had not been in touch with before. It was an unusual call with an unusual potential client, but it looked very profitable. Amazingly profitable in fact. With sparkling eyes, he looked out of the window of his offices on the 49th floor of IFC Seoul, the South Korean capital’s leading financial centre. He had been involved in quite a few major deals as Head of Debt Capital Markets of Korean Investment Securities (KIS), the country’s largest investment bank, but not one of this magnitude yet. 

				He had just been approached to arrange the issue and sale of bonds worth about five trillion Won. The equivalent of over three and a half billion US dollars, a huge amount. The fees and profit were mouthwater-ing, close to a hundred million. He stared out of the window. The condi-tions would be challenging. Selling all bonds to individuals as investment for their retirement was already highly regulated, but that wasn’t the biggest challenge. How to build in the risk of losing the entire value of the bond if the Korean Exchange KOSPI index fell below a certain value and still being able to sell it was the biggest challenge. The condition 
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				would have to be mentioned somehow in the prospectus and that could easily kill all appetite for the bonds. How can I make retirees eager to buy this despite the risk? He smiled, turned around and walked back to his desk. I’ll give it a spin. Been there, done that.

				Edward had set his alarm for early the next morning. He intended to park himself out of sight but with a close view of the entrance of Bran Castle. A good time to see who is going in and out. He arrived around se-ven in the morning on the only road that led from the village of Bran to the castle. Passing through the village he noticed a restaurant that seemed good to have lunch, dinner and drinks, a good place to hang out with locals to find out more about the inhabitants of the castle. He drove up the road to the castle and parked his car at the Parcul Regal park, just before the approach to the castle. He walked through the park below the castle that was situated on the hill above, and came back to the road to see who would pass by. The castle looks old, desert-ed, a bit spooky. Would anyone really work there? Could this really be the offices of a company that owns Sanguine? The world’s leading blood transfusion and storage company, controlled from a medieval castle in Romania? He waited for quite some time lurking between the trees on the side of the road leading to Bran Castle. Nothing much happened. What am I doing here? Even if something happens inside, how am I going to find out? 

				After about an hour he heard something. Hang on, what is this? He dug away behind a tree. Two long black Bentleys with fully tinted windows appeared, followed closely by five black GMC vans. What the hell is this? Who are in those Bentleys? What is in those vans?! The cars didn’t even brake as they headed towards the gated entrance to Bran Castle. The gate opened just in time and let the caravan of cars through shutting closed immediately after. He lost sight. It was the first and last of movement in and out of the castle. Fascinating. Some-
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				thing is happening in there. Not sure what, but something. Something that seems to fit with big investments. 

				After another few hours, Edward headed back to the village. Nothing more had happened but still he felt energised. Something seemed worth looking into. The Bentleys should mean wealth. Business. Unusual. Why here? In the middle of nowhere in Romania? I need to find out. People in the village must know. He went to the restaurant that he had seen on the way and ordered a coffee. He looked around. Not too many people around. The old man there might know a bit of local history. He may not speak English though. I can try. He moved closer. “Excuse me sir, can I ask you something?”

				The man murmured something back in Romanian. Useless. He nodded politely and looked around. A girl and a guy in their twenties looked curiously at him from a table nearby. “Can we help?” asked the girl. 

				“Yes, thank you very much,” said Edward, as he approached their table. “I am a journalist from London, and I am looking for infor-mation on a company that is registered here in Bran. I was wonde-ring if you have heard of it and if you know anything about it.” 

				“That’s interesting,” said the girl. “What company is that?” 

				They seem quite interested in talking to a journalist. Typical. “The name of the company is Specula SRL. It is registered in what seems to be Bran Castle, up the hill.”

				The girl looked at the guy for a moment. “I haven’t heard of that name. Have you?”

				“No,’ said the guy. Not the talkative type. The girl seems more useful. 
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				The girl started talking whilst looking outside the window, in the direction of the castle. “The castle is owned by descendants of a very old Romanian family. A former Royal family. Nobody knows much about them. They are a bit creepy. We just see big and expensive cars going to the castle, but you can never see who is inside them.” She looked at Edward. “What is special about this company?”

				I can’t tell them too much. Enough to keep them talking, without being the talk of the town. “I am looking into particular invest-ment companies and this is one of them.” Nice and vague.

				“Right,’ said the girl, sounding a little disappointed, as if she had expected more.

				The guy received a phone call and said he had to leave. She said goodbye. Excellent. She could be of good use as a local guide and interpreter. “What is your name?” Edward asked.

				“Viviana.”

				“That’s a beautiful name. Nice to meet you, Viviana. Would you mind if I ask you something?”

				“Of course not.”

				“I could use someone like you very well, who can speak Romani-an and knows the town. If I would pay you something, like 100 euro a day or so, could you help me with finding information? Talking to people, guiding me around, that sort of thing? If you have time?”

				Viviana blushed. “Yes, sure.”
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				“Great, thank you very much. You have to keep quiet about it though, promise? It is nothing really secret what I am doing, just another company I am looking into, but I don’t want any rumours or gossip about a journalist because it may stand in the way of getting the information I am looking for. I don’t mean it badly but I won’t pay you if I find out that you are talking about it. Apologies.” 

				“I understand, no problem,” said Viviana. 

				“Great, thank you.” Money talks. In every language. Probably good money for her. Worth it, hopefully. He smiled. 

				Two days later

				Viviana is great. She could be an investigative journalist herself. Finding out who in Bran delivers mail to the Castle. This guy knows someone at the castle, some kind of concierge. The concierge’s wife knows Viviana’s mother. Great that she asked her mother to subtly make some enquiries and find out that Specula is apparently having a shareholders meeting soon. Lucky on timing as well actually as an invite was sent out and preparations are made for the meeting. Amazing that they actually still send out physical mail to shareholders. Perhaps old shareholders that are not keen on IT. 

				Kim Park-Ran smiled an unusually large smile. The bookbuilding of the KOSPI Retirement Bonds had achieved the level he had agreed with the Romanian fund: he had closed his largest ever sale of bonds to over fifteen Korean mutual funds and insurance companies in which Koreans would invest to live from when they retired. No idea why a Romanian fund with a funny name would be interested in paying such a big premium to see this succeed, but hey, no reason to be difficult! His smile grew even wider. This would be one hell of a bonus. His smile briefly faded. Let’s just hope the KOSPI index would not go below the set floor to make them loose their entire investment. That would be a di-
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				saster. The index would need to drop quite a bit but it wasn’t impossible. Better not think about it. The most beautiful flowers grow near the abyss. His lawyers had been able to disclose the risk in the minimum viable way to comply with regulations and his marketers had been able to downplay the risk by emphasising the potential upside of the Korean companies that formed part of the KOSPI index. “Korean companies fuel your pension.” it said on the marketing materials, showing smiling elderly Koreans. As simple as successful a slogan to get over five trillion Won of bonds sold. Kim smiled a big smile again. 

				“Edward, I saw something about Specula on the internet. I don’t know if it’s the same company but you may want to have a look.” 

				Her voice on the WhatsApp voice message sounded excited. Back in London again for a week, Edward opened the link she sent. It was a Korean financial news site that mentioned a bond issue arranged by investment bank KIS, underwritten by a fund named Specula. It didn’t mention anything more about Specula and he didn’t find any further information about it. A bond issue targeting retail investors in Korea aiming to finance their pension? Is this the same Specula? What on earth would they do in Korea? He looked up the Korean desk of FT and called up a colleague there. No answer so he left a message asking for information on the underwriter named Specula. Not much later he received a message back from the colleague saying he didn’t have any, but would keep an eye out.

				Viviana sent him another message a week later. She had found out through her contacts when the shareholders meeting was going to take place. On Friday of next week. She also mentioned that the black vans had been coming every few days, usually every three days or so. None of her sources had been able to tell her what they were bringing. 

				“That’s great work,” Edward wrote back on the shareholders meeting, then decided to call her. “Hi Viviana, this is great, 
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				thank you very much. As you know I tried to contact the com-pany for an interview but they never responded to my calls or emails. I really need certain information about them so I was wondering if you have a way to get me into the castle for that meeting. I am happy to pay anyone including you a very good price to arrange this.” This is a borderline criminal proposal. Hang on, I have to give this a twist. “I wouldn’t normally go this far for information, but trust me Viviana, I am with a reputable news-paper and would not do this if I didn’t have a reason for it. I can’t tell you unfortunately, but it is very important that I find out.” 

				Viviana thought for a few seconds. “Let me try.” She paused. “How much can I say you offer?”

				“If I get in and can listen to what happens in the shareholders meeting I’ll get you and every person that is needed to get me there two thousands euro.” Enough to be really appealing but not so much that they would get too suspicious.

				“Thanks,” said Viviana. “I’ll see what I can do. I can’t promise this one.”

				Wednesday before the shareholders meeting

				Edward flew back to Bucharest on the Wednesday before the sharehol-ders meeting, even though he had not heard back from Viviana yet. I have to be there, even if she doesn’t manage to get me in.

				He called her up from the airport on the Wednesday afternoon. “Hi Viviana, I have arrived but have no idea yet if I can get in. Did you manage to find any way to get me in?”

				“Hi Edward. Yes, it should work, but I will only know tomorrow. Our concierge friend can ensure that you will be allowed in, but you will need to pose as a courier. I spoke with another man who 
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				is actually courier and he promised to let you use his courier van and a uniform. It may not fit perfectly but should be good en-ough. He will need his van to do the rest of his work so the plan is to that you drive into the castle in uniform, be allowed into the mail room and further into the castle from there. you will need to be quite quick as he will wait out of sight of the castle to take over the van from you once you are finished. Security may also get suspicious if you stay too long.”

				“That sounds great. So what depends on tomorrow?”

				“Our concierge friend – his name is Ion – will need to work on Friday. He is normally off but he said he will probably be able to arrange that he works the Friday. More importantly, he needs to get you to place some kind of microphone or recording device.”

				“I see,” said Edward. 

				“The concierge believes only a recording device is possible, but the recording needs to be done by you and it needs to be small of course. Nobody dares to record anything or put any personal device there and risk their job. This would need to be an unfore-seen infiltration by a fake courier if it ever comes out.”

				What recording device? I don’t have anything. My phone? How am I going to get it back? Do I need it back? Hang on, I can buy the phone with a prepaid sim-card that can call for some hours , call myself on another prepaid sim-card that I’ll pay with cash and hide the phone it in the room as the call is ongoing. He mentioned the idea to her. 

				She nodded. “Yes, something like that. There is an electronics shop in the village where you can buy a phone and get a prepaid number as well.”
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				“It will be better if you buy it, and not here in Bran, but in Brasov, or elsewhere. Can you do that? I’ll give you cash.”

				“Yes, sure.”

				It was still early in the morning when Edward was woken up in his Romanian guest house overlooking Bran Castle. A WhatsApp voice message from the Korean colleague he had contacted before to ask about the bond issue launched with support of Specula. He listened as his colleague told him that the North Koreans had launched another missile, but this time it had been aimed at Seoul. It had been intercep-ted, but the nonetheless had a very chilling effect on the Korean Stock Exchange. The KOSPI Index was tanking and had actually triggered the non-repayment clause in the bonds that had only just been sold to countless pension investors. They essentially lost the equivalent of al-most four billion dollar. His colleague mentioned the news of this loss was breaking and he wanted Edward to be aware of it. Edward sat up straight and looked out of the window. He had not closed the curtains and looked at the castle. What on earth is going on there? Hopefully that shareholders meeting will make it more clear!

				Viviana had once again delivered very well. Dressed like a courier of UPS driving in a brown UPS van, he was inside the castle in no time and was greeted by the concierge friend. Without showing any sign of being complicit, he had casually walked with him to the room where the shareholders meeting was going to take place as if to show the courier to a person to personally deliver a package. Edward had called himself on his other prepaid number and placed the iPhone Viviana had bought in a place where nobody would look for anything, then walked out again like a courier would. Nobody really cared or checked anything underway. Brilliant. He was back at the guest house listening to nothing essentially, for over six hours already. Viviana was sitting next to him, ready to translate what would be said. 
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				“I hope the battery of the phone will last,” Edward said. His own iPhone was on the charger already. 

				“It should,” said Viviana.

				There was no sound until about three o’clock in the afternoon, not even of a door opening or chairs being moved. Out of the blue, a voice started talking in English. “Welcome to the Annual Meeting of the Bad-Damns Family.” Dan gave Viviana a ‘What is this’ look.

				The voice on the telephone speaker continued. “It is great to see you, or at least the hands representing you, ha ha.” Soft laughter was audible. The voice sounded unreal – not human - in a cheer-ful way, a bit scary. “During this meeting we will also have the shareholders meeting of Specula. The purpose of this meeting is to establish how our aim to increase Misery Under Management has been realised over the past year.”

				Misery under Management? What on earth is this meeting about? Dan looked at Viviana again and frowned, then looked back at his phone.

				The voice continued. “When it is your turn, can you please raise your hand, identify yourself and report on what miserable activities you have initiated? Sorry to ask you to identify yourself. We can’t see each other after all. And let’s keep it that way, at least for others, ha ha. Let me start. My name is Lucifer, just for the records. I will be chairing this meeting, but I will participate as well of course. Hands One, please tell us about your identity and your activit…”

				The voice broke off. Two seconds later the connection was lost. “I can’t f… believe this!” shouted Edward. “The battery must be dead. Why now for f… sake?!” He looked at his own phone that was fine. “We can’t call back of course…!” He looked hopelessly at Viviana. This is obviously weird, very weird. Should I be talking to her about it or just leave it vague. She shouldn’t get too suspicious. Maybe I need to come up 
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				with an explanation, or at least pretend to know what they are talking about. Yes, I should do that.  

				“What was that all about?” said Viviana.

				“I think I know what they are talking about, a long story. Never mind.”

				But he did mind. The mystery only gets bigger. Bad-Damns Family? Someone called Lucifer – who is named after the devil? – participants that cannot see each other – is this some kind secret society where they dress up and have funny titles? Freemasons or so? Investing in blood transfusion? Risky retirement bonds? It makes no sense. No sense at all. What am I going to tell the editor…?

				Edward paid Viviana, checked out and went back to London. Bewil-dered. Utterly bewildered. 
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				Lucifer's Lights

				“What is that light?” Portfolio manager Kevin Koo of a wealth management firm walked to the windows of the open plan office he worked in, on the 42nd floor of Singapore’s Raffles Place, and looked up. Long rays of red light were dancing across the sky, changing shape rapidly, uninterrupted, see-mingly touching the skyscraper he was working in. It seemed to only extend over the financial centre of Singapore, not across the Singapore River. Nothing much to be seen over Raffles City and the Padang playing field. “Is that Northern Lights? It is fascinating, lah, I have never seen anything like this here. I saw it on a holiday in Finland, but that was not red. It moved more slowly. These are moving much faster. Have a look!”

				The colleague he was talking to – Cindy Chan - finished an email and walked over and looked up when she reached the windows. “Wow, what is that?! This is spooky, lah!” She kept looking, hypnotised by the dancing lights all over the sky above them. I was going to go home, but there is no way I’m going with this above me! Whatever this is…”

				Overnight and into the next day, media around the world showed endless footage of the mysterious lights in the skies of not just Sin-gapore’s financial centre, but also those of Dubai’s and Hong Kong’s International Financial Centres, London’s Canary Wharf, Zurich’s Paradeplatz, Amsterdam’s ‘Zuid-As’, New York’s Wall Street and a few other financial centres. Reports varied from just expressions of awe and footage without comments to analysis of what natural pheno-menon this could be. All kinds of experts were interviewed, including 
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				astronomers and meteorologists. Most speculated that is was a variant of aurora borealis – the Northern Lights – but none dared to provide a definitive conclusion.

				The next day, Kevin routinely started his day checking the investment portfolio of the funds under his supervision. Driven by increased wor-king from home as well as a boom in Artificial Intelligence, the fund management team had decided to invest more of their funds’ capital in data centre development companies and flexible working space providers. Shares in traditional real estate developers were sold to become a smaller part of the fund portfolios. The fund managers had bought and sold these shares the previous day. He looked through the sale and purchase transaction reports, comparing them with the trades that had been done according to the fund managers’ overviews. Hang on, what is this? What are these shares? He frowned looking at a range of ISIN codes identifying shares that were actually bought. These were not on the buy-list. No data centers and no flexwork companies either. Most of them seemed to be offshore companies. What the f… is this?! How can these shares have been received if the fund managers bought the shares on the buy-list? The number of shares also don’t add up. Much larger sales and purchases were executed as compared to the transaction reports. Incredible, like paying for your own groceries and taking someone else’s shopping cart by accident, lah. He looked up for a moment and thought. No way, that is virtually impossible in a securities market. Vir-tually.... He was staring at evidence that it was in fact possible. Shares in unknown offshore companies! Would the fund managers have reported fake trade details? That can’t be. They would never get away with such a deviation. People like me and Compliance would immediately find out. And why would they? Kickbacks from those companies? Perhaps an admin or IT glitch? He decided to walk over to Compliance and went straight into the Head of Compliance’s office. “Sorry to disturb, but this is important,” he said. The Head of Compliance listened carefully to what Kevin had to say without saying anything or moving. Is he not surprised?

			

		

	
		
			[image: ]
		

		
			[image: ]
		

		
			
				SWISS FRANCENSTEIN - Financial Horror Stories	53

			

		

		
			[image: ]
		

		
			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

		

		
			
				Lucifer’s Lights

			

		

		
			
				“Thank you. We will consider it,” he said.

				Kevin looked at him. “Consider it? We have a completely diffe-rent portfolio from what was ordered.”

				“I said we will consider it.”

				“OK, thank you,” said Kevin and walked back.

				Later that day, a CNBC report on one of the financial news screens in the office caught his attention. It mentioned that various investors and funds reported distorted portfolios in the aftermath of the red lights. Weird, he thought for a moment. Perhaps that news may convince Compliance… He didn’t think about it anymore until he walked out of the office just after sunset. He first noticed the crowd of people standing still inside and outside the entrance to the office building, looking up at what seemed to be a summer sunset. Are the lights there again? When he came closer to the exit and could see the sky, he saw them again. Incredible… Rays of red light were dancing around the sky. More rapidly changing shape than Northern Light. Scary, even more so outside, all these people down here, exposed. Feels like some hidden po-wers at work. Could those distorted transactions have anything to do with these lights? That seemed to be the message on CNBC. He looked up and around for a while, then headed towards the MRT for his ride home.

				Just a few hundred meters away the Monetary Authority of Singapore still had most of its money laundering staff in the office. They had been told to stay to look into unusually high number of Suspicious Activity Reports, especially because fellow regulators in major financial centres around the world had been reporting the same. World media were all over the news. 

				As MAS senior executives were having an emergency meeting, the large television was on in the room, volume turned down low. The 
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				gathered MAS executives stopped mid-discussion when one of them flagged that Bloomberg Asia started a feature report with footage of the red lights. The volume was turned up for an interview with Dr Vesa Peikkila, introduced as Astrophysicist specialised in Northern Lights. 

				“What can you tell us about these lights, doctor?” asked the interviewer.

				The calm Finnish expert started talking. “We have experienced an unprecedented phenomenon this evening and last night. Northern Lights is what many expect it to be. These lights cer-tainly look and move around the sky in a similar was as Northern Lights do, but there are some distinct differences. Northern Lights – known as aurora borealis – have never been seen this red as far as we are aware. They are usually greenish or purple.” He looked into the camera for a moment, clearly enjoying the unexpected attention for his expertise. “More importantly – and this is rather dangerous – these lights do not show up around the North Pole or the South Pole, but instead at place far from the poles.

				“Why is that dangerous?” asked the interviewer.

				“Northern Lights are energised particles that originate from eruptions on the sun. These cause so-called solar winds that crash into the earth’s atmosphere at a speed of over seventy million km/h. This is quite violent, but we are all protected by the earth’s magnetic field, which bends these particles towards the North Pole. This is where they become visible as Northern Lights. The same happens at the South Pole by the way. There are called Sou-thern Lights – aurora australis. What is dangerous here is that these lights appear to be much stronger, faster and importantly, they are hitting us in some of the biggest city centres on the 

			

		

	
		
			[image: ]
		

		
			[image: ]
		

		
			
				SWISS FRANCENSTEIN - Financial Horror Stories	55

			

		

		
			[image: ]
		

		
			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

		

		
			
				Lucifer’s Lights

			

		

		
			
				planet, around financial centres for some unclear reason. I have had a chance to do some measurements during the short periods that we have experienced these red lights.” He looked into the camera and paused. “These lights, ladies and gentlemen, are not the Northern Lights as we know them. They are clearly different from the solar winds that come from the sun. It is too early to draw conclusions, but it is very clear already that their electro-magnetic charge is much higher and that they also hit the earth much harder. They come in at a speed of nearly half a million km/h, nearly eight times faster than the particles that cause the Northern Lights. We do not know yet what kind of impact that could have on the health of people.”

				“If they don’t come from the sun, where do they come from?”

				“We don’t know that yet, but that will be a key question to answer. My guess is that is must come from some kind of very powerful quasar. A quasar is a type of supermassive black hole with an extremely radiant and luminous so-called active galactic nucleus. They can emit energy thousands of times greater than an entire Milky Way. This is why we have to be careful and watch out for health effects. These kind of radiation levels may still be similar to that of an atomic bomb at the large distance to earth.” 

				“You will have heard that countless financial transactions that took place during or after the lights were present, have been impacted, distorted and essentially changed outside the control of anyone. Do you think the lights can have anything to do with this?” 

				“I don’t want to speculate on that, but it does seem to be a surprising coincidence that the appearance of the lights and the distortion of these transactions came at the same time. Electro-magnetic forces can have a very disruptive effect in technology 
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				or anything using energy, especially coming from quasars. When I read about these effects and saw the red lights moving rapidly through the skies on TV, I thought the devil himself was at work. I started calling these light “Lucifer’s Lights…”

				“Lucifer’s Lights…” said the interviewer after him. “Thank you for joining us, Dr. Peikkila.”

				“Thank you for having me.”

				The MAS executives were silent for a bit until their head broke the silence. “Lucifer’s Lights, lah! Let’s see what transactions you have all seen. Chiew Fai, can you start?”

				“OK lah. I have had a big number of unusual transactions that were picked up by our systems. Over five hundred transactions from over 20 banks in hours: I have not seen such a big number of suspicious transactions in such a short time frame yet. The usual pattern of domestic and international payments has been distorted today, and this started last night. During the lights,” he said in a slightly lower voice.

				“How were they suspicious and not just different?”

				“The vast majority went to offshore accounts and the transfer de-scriptions were just codes and numbers. That is not uncommon for invoices, of course, but this was extreme. Besides many of the amounts were unusually large compared to the normal payment activities.”

				“I see. Didn’t the banks report these transactions in SARs?”

				“Yes, but just for a small number. Perhaps we will get more. The actual number is very big, lah.”
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				The meeting went on, showing staggering numbers of similar transactions across funds, insurance companies, family offices, fintechs, the entire financial sector. 

				At different times, across different time zones, in different financial centres, similar transactions had been detected on a pandemic scale. Relationship managers, call centres and online banking portals were overloaded with questions from customers, payors, payees, suppliers, investors, beneficiaries, anyone using the financial system whose pay-ment had not been processed correctly. News channels were conti-nuously breaking news of another tragedy unfolding in some financial centre, interchangeably interviewing victims with numbers of failed transactions and presenting expert views on the economic impact. In-variably the fast moving red lights in the skies were a backdrop of the reporting. It did not take long before Dr. Peikkila’s nickname for the lights became part of any punchy headline for newspapers and media reports around the world: Lucifer’s Lights. “Lucifer’s Lights cause financial meltdown.” “Payment systems disrupted by Lucifer’s Lights”, “Alien Lucifer’s Lights trigger global bank runs.”

				And many more. As if it wasn’t enough, news leaked that funds were not just misdirected across the board. It was worse, much worse. They were redirected to obscure offshore locations where they became hard to trace. In the few cases that had been successfully traced, it transpired that they had been used by a warlord to purchase chemical substances suspected to be used for weapons. In one other case funds ended up in the hands of a fundamentalist terrorist group. More and more of these examples emerged. 

				Media reporting became addicted to the spectacular news. Experts of all kinds – terrorist financing, money laundering, quasars, electromag-netic waves, Northern lights, they were interviewed all day. Headlines became ever more extreme, soon boasting another new concept, triggered by the unknown redirection of funds: ‘Lucifer’s Light’ was 
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				gradually replaced by reporters keen to develop their own punchy headlines. “Unidentified Financing Objectives”, or UFOs became a new headline that made countless curious readers read and viewers view. “Banks Beaten by UFOs”, “UFOs Grabbing Your Money”. The Sun even reported about Amsterdam’s “Financial Centre” having be-come a second “Red Light District” with money being spent “behind curtains” for “God knows what purpose. #UFO”. 

				Paris, a week after the lights 

				first appeared

				Limousines were offloading delegates of thirty eight member countries of the intergovernmental Financial Action Task Force at their OECD hosted offices in Paris. The agenda was unique, the timing more urgent than ever. 

				Regulators of all major financial centres around the world - mem-bers of FATF – had rung internal alarm bells. A financial tsunami of terrorist financing had been unleashed on the planet. This was not an individual country, financial centre or financial institution taking it easy on regulation. This was not a classic matter of determining who would be black listed. This was money laundering mayham. It seemed every bank on the planet that had seen red Lucifer’s Lights flashing over its offices, had been taken over by some kind of uncontrollable alien force to make payment to different entities in different countries through different hard to trace channels. 

				The meeting’s chair had not slept well during the last few days. What to do about some utterly unexpected money laundering event driven by… Driven by what? Normally it would be money laundering regulation, enforcement, politics. He had been pondering what measures to put on the agenda. Setting global standards to influence an unearthly quasar? Lucifer’s Lights? Setting policies – the usual instrument… - seemed too little, too late, too inadequate. Can we do anything? Maybe just make a statements?
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				It was a bureaucratic meeting, more than anything to establish what every participant already knew. That nothing could be done. Motions were made to make it look like something was achieved. It was con-firmed that money had been laundered and terrorist groups had been financed on a massive scale by unknown forces. Research would be done to establish what happened, how the money laundering and terrorist financing had resulted from it. Further measures would be discussed. A press release was issued along the same lines.

				The press release of FATF sent both scepticism and shivers down the spine of the global financial system. The news hit like a bomb, mainly because of the implicit confirmation that collective governments stood powerless against an inexplicable and horrific phenomenon. “FATF fights Lucifer’s solar windmills.” and countless similar media headlines reflected this sentiment. 

				Lucifer’s Lights came back, vigorously, ruthlessly. And back, and back. Preventative measures were taken. Protective fiber-optic communicati-on cables were used, allowing less electromagnetic interference, but to no effect. Financial centres moved out of big cities to provincial towns, but they were followed by the lights. Regulators tried to stay on top of terrorist financing, but did not manage. The world became used to financial transactions being distorted, to increased terrorism. Making digital payments became a casino-like gamble, not knowing if funds would end up where intended. FATF and banks started a return to money in physical form. Cash was more than ever King. But even so, the lights managed to blind transportation trucks, causing accidents and looting. By terrorist accomplices as it turned out in some cases. Economies slowed down to medieval levels, an unprecedented num-ber of businesses went under. Kevin lost his job. But started a pawn shop. Wasn’t the world resilient…? Surviving crises, dealing with them, changing tactics, moving on, in spite of the horror.

				And Lucifer’s Lights? The lights shone on… They shone on…
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				An American Bearwolf Off Wall Street 

				Richman Forte strode into his thirty five square meters offices in East Harlem where he would lay the foundation to be a really rich man. Thirty one associates that worked on a provision only basis turned to greet him. He paid no attention. 

				The associates watched in agony through the glass partitions as he switched on his terminal. Markets were down. He would be enraged. Sweat started pouring down faces.

				It took about ten seconds for Richman to view his positions, his trans-actions, his profit. Or loss… 

				Most associates had hung up their phones as they watched the man in the corner office. 

				“Do you see his hair growing?” one associate asked his neigh-bour, who sat almost shoulder to shoulder in the ranks.

				“Not sure,” the neighbour replied. “I think his face looks darker now. That’s what I normally see first when markets are down. It seems his beard grows more quickly. I have seen him a few times in the toilet after lunch on bear market days. He clearly shaved and came out with a baby face, although it didn’t take long to grow back.”

				“Really? Why would he grow a beard faster?”
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				“I don’t know. I think he is just getting some kind of hormone kick when there is a bear market. Some call him the bearwolf. It’s like he turns into a werewolf.”

				“The guy is a beast…” the associate said, and swallowed whilst looking into Richman’s office. “Look at how he is leaning over his desk. As if he is going to eat his monitor.”

				The other associate did not immediately respond. He was also staring at Richman. “He is not normally like that. Yes, he is gene-rally a beast, but when markets are down, F...”

				Richman looked at his terminal for another twenty seconds – leaning with his hands on the desk - before it happened. The team members sitting closer to his room watched him taking his hands off the table, his fingers a little shorter, thicker, hairier. He looked up – showing the face and expression of a wild animal, a predator. Was that a howling sound coming from his office? His eyes were glancing through the blinds, through the glass partition, scanning the team that was cram-med inside the small office. He walked calmly through the door of his office into the small office – the type of walk of a gorilla normally walking on arms and legs.. His bared his teeth. They seemed to have grown. “THE MARKET IS DOWN!!!!” 

				“F… I’m going to wet myself…”

				The neighbour nodded, staring at Richman. 

				“YOU ARE GONNA MAKE MONEY!!!! WHY DO YOU THINK I HIRE YOU???? TO MAKE MONEY!!!! DO YOU UNDERSTAND???? YOU ARE GONNA MAKE MO-NEY!!!! WE WILL BE A WALL STREET FIRM!!!!” SELL THOSE STUPID PEOPLE OUT THERE YOUR WORTH
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				LESS STOCK!!! Richman Forte looked around with baleful eyes, saliva running down the left corner of his mouth.

				“Is he really expecting this if the market goes down?” a relatively new associate whispered to his neighbour.

				“Does it look like he is joking?” asked his neighbour. “I’ve been here for two years and we have seen wholesale sackings on the spot… Or colleagues just disappearing actually.”

				Richman growled deep in his throat and retreated into his office. He stayed there until close to noon. 

				The team had been making back-to-back calls to buy and sell penny stock to ignorant investors. The trick was to find ignorant investors. To buy worthless stock and sell it at a higher price. Presented as the next big thing. Thinking they will buy low, sell high…

				“YOU, YOU AND YOU, COME!!” . Richman was back, poin-ting at Dan, Jason and Brigit. “LUNCH.”

				The three associates trembled. Was it because of their performance? Or good performance? Or for any other reason? Just their turn? Or for fun?” Would they be fired? Jason knew he had mainly made losses over the past week. He was regularly made fun of by Richman, who called him Ginger, after the colour of his hair. Dan and Brigit had also made los-ses, but not as badly as Ginger. They followed Richman outside. The other associates watched them go, and resumed their cold calls.

				Two hours later

				Richman marched back to the offices. Dan and Brigit followed silently, and returned to their battle stations without any eye contact underway. Richman walked straight to the men’s restroom, not a word to anyone. 
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				The associates all watched, mainly from the corners of their eyes. Where was Jason? Was he fired? What is it with Richman’s hair? It is longer… Where did the beard come from? Did he just growl? What’s with the gut? It is huge… a big lunch? What did they have? 

				One associate sitting close to the restroom casually looked up at Rich-man from his desk when he passed by – not daring to meet his eyes but unable to resist a look. His eyes caught a red stain on Richman’s white shirt, close to the collar. And…. – hang on, what was that ginger coloured stuff on his sleeve, caught on the cufflink – was that hair? 
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				The Strange Currency of 

				Dr Doom And 

				Mr Fried

				“We have done it, Dr Doom,” said Mr Fried. Our A-Live Coin has come alive and will go down in history!”

				“An Initial Coin Offering is hardly something special, Mr Fried, but yes, we did it.”

				“Ours is unique, Dr Doom, it can feel, it has emotions, it is much smarter than humans.” 

				“I know it is unique Mr Fried, but I am not entirely comfortable. This hasn’t been tried before. It is quite risky what we are doing. Interesting but risky.”

				“You are too conservative Dr Doom. Our coin-child is so intelli-gent, it will not do stupid things. Moreover, it is not just intelli-gent, it has feelings as well.”

				“I know Mr Fried, but feelings are difficult, complex. Ask your wife.”

				“Ha ha, Dr Doom. I’m not married. Also for that reason, ha ha.”
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				Two months later

				“It’s amazing what we are achieving, Dr Doom. In such a short time, our coin-child has become a global player. It has gone up like no other investment. People are becoming wealthy, they earn a living from it, it leads to jobs, it’s amazing!”

				“It is amazing indeed, Mr Fried. I am proud as well, but I am also becoming increasingly concerned. People are becoming entirely reliant on a coin which we do not really control – well, no one really controls. What goes up usually comes down some time. It has gone well so far, I admit, but I do not expect it to keep going up forever.

				“Of course it will come down sometimes, that happens to every investment. You should not worry, Dr Doom, this is going up in the long run. Look at the profits the coin is generating, it is incredible! People are buying it, its value increases, we issue more and we earn at the higher price for the new coins issued. Experts are already saying It is replacing reserve currencies. We don’t even need to do anything! It is smart and works for us without us doing anything. What more do you want?!”

				“ I know Mr Fried, you are right, but it is early days. And this is about more than money.”

				“Why are you being so negative, Dr Doom, is it your name?”

				“I don’t know Mr Fried, I have a hunch that something bad will happen. A hype, bubble, abuse. I think I am just realistic.”

				half a year lateRr

				“I told you so, Mr Fried. Our coin now has an entire family and has millions of investors and people that depend blindly on it. For in-vestment, business, their personal lives. And guess what now. It goes 
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				wrong. Its value goes down, people lose their money, their lives. They were greedy and have been speculating.”

				“It is all natural, Dr Doom. All markets go down at some point. What did you expect?”

				“I expected this in fact.”

				 

				One month later

				“What has happened, Mr Fried? I am reading that A-Live Coin has ‘pro-created’. Its own subsidiary, a baby currency. It has named it USD-Live Coin, backed by the US dollar. They say other major stablecoins will be created, backed by other currencies.”

				“See? Our coin is doing smart things.”

				“You may say it is smart, Mr Fried, but what matters is what it aims to achieve by issuing this new currency. It doesn’t appear to me that this is just some kind of random activity. The coin is intelligent and it must have some higher purpose.” 

				“Or ambition. Don’t forget it has sentience. It may be jealous with the importance of the US Dollar and decide to become more important, ha ha. Let us be surprised,” said Mr Fried.

				Eight months later

				“You will probably call it success, Mr Fried, but I call it a major syste-mic accident waiting to happen. A-Live Coin has now issued sta-blecoins that are pegged to all major currencies. They are becoming so popular and flexible that they may soon be more commonly used than the currencies to which their value is supposedly pegged. An entire shadow-currency market has developed – trillions of every currency that just exist electronically - without any regulatory oversight or con-trol. A house of cards based on thin air really. 
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				“Let the market do its work, Dr Doom, that is what it is there for. If risks happen, so be it. People and markets learn from it.”

				“They mainly lose from it, Mr Fried, especially those that can’t afford it. The investors that can afford it, usually get out more quickly.” 

				“They should stay out of the kitchen if they can’t stand the heat.”

				Five days later

				“I told you so,” said Dr Doom. “A-Live Coin has crashed, including many of its so-called stablecoins.”

				“Come on Dr Doom, I can’t stand this negativity. This happens all the time with any type of asset.”

				“Yes, asset values fluctuate, but not to this extent,” said Dr Doom. “This type of asset has no real value of its own, merely a price that depends on sale and purchases of the coins. And yes, if several trillions of value gets lost, I call that negativity.”

				“Doesn’t demand and supply simply create the value? Of course it has value. The simple evidence is the price.” 

				“You know what I mean. And by the way, has our coin shown any feelings yet? It may need a shoulder to cry on.”

				“Very funny. Dr Doom makes a joke. Ha ha.”

				Six weeks later

				“Have you read the news Mr Fried? Our A-Live Coin has become the first crypto-currency to be arrested.”

				“Arrested? By the police? For what?”
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				“Money laundering. The article says it has accepted funds and used them for illegitimate purposes. That’s not great, Mr Fried.”

				“Don’t panic, Dr Doom. I’ll look into it. It sounds a little vague, “illegitimate purposes. I wonder what those purposes are. And if the police have proper evidence.”

				“I’m inclined to think there will be evidence if they make this high profile arrest.”

				“Come on, Dr Doom, nobody is guilty until proven guilty.”

				“I hear what you are saying, Mr Fried.”

				Three weeks later

				“Mr Fried, our A-Live Coin seems to have become a major terrorist financier. I am hearing that our coin is facilitating a significant part of the illegal arms trade. The anonymous transfer of value it has enabled is great for people want to avoid interference of authorities, but that has now caused an entire shadow economy of bad stuff to be maintain-ed and grow. It keeps me up at night! It has created a vast empire of companies around the world, does its own thing. It feels like my child is doing criminal stuff and daddy doesn’t control it. Those feelings you mentioned it would have, seem to work out badly. I’m not sure what they are, but judging the behaviour of the coin and its family, it seems to be greed. Nothing more or less. The only other feelings I see are those of regret, disappointment, fear. When I look in the mirror…”

				“There will always be players that challenge the system, Dr Doom. A currency is a tool, no better or worse than the man who uses it. I’m sure our little coin-child will grow up and use its intelligence to find a way. It may just be going through coin-pu-berty.”
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				Two weeks later

				“Have you seen that people have been unable to sell the A-Live Coin or any of its subsidiary coins, Mr Fried? The exchange on which it has been trading is suspended and about to go bankrupt. Our coin has gone to different pockets than the ones contractually promised. If our coin is going through coin-puberty, this must be the equivalent of skipping classes!”

				“Bankrupt? That is not great news… But bankruptcies have hap-pened to all companies, they happen in the best families. We are dealing with a young industry Dr Doom, every maturing econo-my, market or company will have to face issues during its growth. This is not a reason to abort it. Our Coin-child is coming of age.”

				“You may be right generally, Mr Fried, but the speed and impact of what is happening to our intelligent, sentient currency with its own legal personality, is scary. We have created a monster that is difficult to control.”

				“Caveat emptor - buyer beware - Dr Doom. People know this industry is by its nature not heavily regulated. Inevitably there is risk involved.”

				“That may be, Mr Fried, but I think we should consider better ways to prevent these scandals from happening and damages of trillions to be incurred. Surely there must be ways. Regulation and enforcement are the classic ways, but better product manage-ment is another. We could have educated and programmed our coin-child better. If you put a small boy in a fighter plane, don’t be surprised if accidents occur. If you put a child lock on it, that will not happen. Product innovation has often needed accidents and crises. And yes, never waste a good crisis! But would it not be better if these accidents with all of their damages and reputatio-nal damage, would not have occurred in the first place? Would it 
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				not be better for users if they would not lose so much? Would it not be better for producers like us if we would not run the risk of being liable for such risks?”

				“Amen. You should be a preacher, Doc. I don’t understand how you and I can be the same person….”
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				Lossbusters

				“So, next in our Speed Meet & Greet series is Ahmed.” Talk show host John “JD” Davidson looked at the camera from behind his little desk. “Ahmed has just been awarded the Nobel Peace Prize for the work that his company – named Lossbusters - has done around the world to prevent millions of ordinary people from losing money in the ordinary course of their lives. His company has been visiting these people in the company’s signature vans, in their own neighbourhoods and homes. Ahmed is known as the “Lossbuster” but has also gained other nicknames. The “Hannibal of the L-Team,” the “Jane Fonda of Financial Fitness” and now – after winning the Nobel Prize, the “Muhammad Yunus of Financial Literacy.” His name actually means “highly praised”. Ladies and gentlemen, a warm applause for Ahmed!” 

				As the audience started applauding, John Davidson looked away from the camera to the dark haired man sitting on the couch next to him. “So Ahmed, can you please tell us in two minutes who you are and how your work has made you a Nobel Peace Prize winner.”

				“Thank you, John. It is very simple. Nearly half of the global population lives on a daily amount of less than the USD6,85 po-verty line. Many of them spend more than they can afford, make risky investments, borrow money they cannot repay and more. When I first drove around in my van to educate ordinary people to get out of these horrific situations, I saw how deep and broad this problem is. As I got the nickname “the Lossbuster” due to my old van that looked like the Ghostbuster’s van, I thought that would be a great signature brand name. I started developing a simple financial literacy training for ordinary people. It covered everything from basic calculations to financial planning, but also 
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				factors like greed, recognising bad deals and more. Our Loss-busters now visit people and neighbourhoods around the world in their vans, but also on internet and through social media. It has been great to see how we have been able to reduce the issue, although it is never enough.”

				“That is absolutely great, Ahmed, congratulations to your great effort and keep up the good work!” The audience rose to give him a standing ovation. 
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				Nightmare on Wall Street

				“Sal, your position has become untenable.” The dreaded words from the Chairman of the Bank of Wall Street followed a series of events that he – the CEO of the second largest global custody bank of securities in the world - had effectively caused. Or not prevented. Or both. It had started with a call by Jim, his Chief Technology Officer. He told him about a hack of his back office systems that was going to make securities trading grind to a halt around the world. Indescribable losses would result.

				“What?!” said Sal, half asleep as his wife Jennifer woke him up. 

				“Someone is calling. What a terrible time, Can’t it wait?!”

				“I just had a terrible nightmare,” Sal murmured as he reached out to the night stand to grab his phone. “Happy to be woken up from it…”

					

				“What were you doing in the study? Sleep walking?”

				“In the study? Me?” He looked at his phone. Jim. That can’t be. “Jim, what’s going on? You know what time it is, right?”

				“Verry sorry, Sal, but this can’t wait. I received a message from an anonymous employee about an hour ago. According to the mes-sage, the securities we have in custody will not be settled. I’m not talking some securities. I’m talking all securities. This message said ALL securities will fail to settle. Trillions of dollars in stocks and shares held by the bank around the world will not be capable 
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				of being transferred. Markets will come to a grinding halt when markets open in a few hours.”

				Sal listened in silence. F…! Is this for real?! This is exactly my dream… Have I become clairvoyant?

				“Sal, are you there?”

				“Yes, of course. Sorry, it is quite something you are saying. What makes you think this threat is real? Any lunatic can send a mes-sage like that. It doesn’t mean it is for real. How could this even be true?” Sal looked at his wife and pressed mute for a moment. “Am I awake?” What kind of nightmare is this? Should I tell him about my nightmare? No, I can’t. I will look ridiculous. What benefit would it have? He unmuted again. “What exactly has happened?!”

				“I received a message from a no-reply email address of ourselves that mentioned this would happen upon opening of the markets. Our systems would not listen or respond to instructions from any asset manager that is otherwise entitled to buy or sell the securities or cash we have in custody.”

				Sal was quiet for a moment and walked out of the room to his study and closed the door. “As I said, how is that even possible? You can’t just switch off our ability to take instructions from the entire planet? It is like the President presses the nuclear button.”

				“We are the world’s second largest global custodian, Sal. We are holding almost 15 per cent of the world’s securities, over fifty trillion dollar. That means we are a very important factor for geo-politics. If the President wants to freeze assets we hold, of a particular country or in general, he can effectively do so.” Jim paused for a moment, then continued. “What I’m trying to say 
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				is, some people have a red button, Sal, special access to prevent securities from ending up in the wrong hands. Very senior people in our bank and in the government. About one hour ago, one of them may have used this red button. It could also be something else. At first sight there appear to be numerous issues that could cause a global settlement issue, but it’s hard to say what. As you know, our bank is a patchwork of IT systems of various banks and custodians we have taken over. It has been virtually impos-sible and far too expensive to replace these for something new, fresh, consistent and flawless.” 

				Sal said nothing for a moment and sat down at his desk. Of course, leg-acy systems could be a cause. Most global banks that had grown through acquisitions had the same issue. But why – of all banks on the planet – does it have to be us to bite the bullet?! He touched his keyboard. The screen switched on. Strange, I normally shut down after using it. He unlocked it. Jennifer mentioned I was in the study… Was that an hour ago? “What exactly do you mean by a red button, Jim? I believe we dis-cussed something like that during a meeting on emergency measures, but I’m not sure.”

				“Indeed,” said Jim. “I can’t talk about it on a phone call for securi-ty reasons, but yes, we have discussed it.”

				“We have no time to lose. What are the next steps?”

				“We have to call the emergency committee together, immediately.”

				“I’ll do it. Let’s say half an hour, in the board room.”

				It was about five o’clock in the night when the emergency team sat to-gether in the board room, some three hours before the markets would 
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				open. And would be potentially unable to settle. Would break out in panic if there was no settlement, undoubtedly. Sal sat at the head of the table, on one side having his Chief Technology Officer Jim and Chief Operating Officer Melissa, on the other side his General Counsel, Mark, and Lisa, his Head of Communications. “Guys,” he said – Me-lissa and Lisa were part of the guys – “in three hours global markets may find out that our bank is unable to settle securities. You can only guess what will happen in that case… Unless we do something. In the next three hours that is.” 

				Smart questions were asked. Whether the red button impact could be undone. If IT specialists could find out if that was indeed diagnosed as the issue. If the effect could be mitigated by issuing a press release downplaying the events to their impact. And more.

				There were no smart answers, except undesirable answers. None of the persons present in the room knew a way to change the consequences. To keep the ability to settle the securities. Jim mentioned the sys-tem was built to be irreversible. This was the only part of the bank’s operational infrastructure where even he as Chief Operating Officer was not aware how it worked. The Secret Service had been involved on this as a matter of national security. This was not a matter for which he could call the President of the United States though, to instruct the Secret Service. 

				“This feels like the millennium bug,’ said Melissa. The whole world ex-pected massive IT issues around the world and worked on addressing it, but nobody knew if it would really cause problems.”

				“I hope we will have the same anti-climax ending,” said Jim.

				“Listen, the clock is ticking, we need to do something,” said Mark. “Shall we break-out and come together in 15 minutes or so with ideas on how we can deal with this situation?”
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				“Great suggestion, Mark” said Sal. 

				6:00 AM

				“So, let’s go workstream by workstream,” said Sal. “You go first, Jim and Melissa. Is there anything you have come up with to prevent or limit the impact? The cause of this all sits in your domain, remember?”

				Jim cleared his throat whilst Melissa was looking at him as if he was going to be shot in a minute. “I’d love to say we have solu-tions. We have given every possible scenario some thought, but two hours is absurdly little time to even begin to look into the cause of the issue. Gone are the days people delivered a bearer bond by handing over the document to someone else. The level of complexity in securities trading and settlement and an or-ganisation like ours is daunting. We can do a lot with minimal downtime of our systems, but it is likely we cannot solve the magnitude of the issue we are facing now.”

				“That is a disappointing answer. I was hoping and expecting to hear something more ambitious and creative than a simple ‘no’ from people we are paying a fortune.” Jim looked at him with a sheepish face.

				“Communication, Lisa, what are we going to communicate?” Sal said. “And don’t tell me you suggest to say nothing.”

				“No, we will communicate of course,” Lisa said. “My proposal is this: we cannot sugarcoat the consequences. What we can do is be relatively open about it – nobody will buy BS – and explain how this happened in a way that makes it clear it could have happened not just with us, but with any financial institution like us. Some-thing like being struck by lightning: very rare but inevitable.”
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				“The question will be how rare and inevitable this really is I guess, but the approach sounds right. Can you work that out please?” 

					“Mark, we are probably facing the biggest legal storm we will ever face? What is the approach you suggest?”

					“That is probably inevitable for sure. I would suggest a num-ber of ways to minimise it and address that risk. I discussed with Lisa that part of the communication strategy – the rare and ine-vitable part - should be aimed at framing this as a force majeure event – which it probably is anyway, but that is an operational and IT issue to determine” He looked at Jim and Melissa. “We must stay away from anything that makes it look as negligence, like IT or operational flaws, like human error, inadequate security measures etc. Force majeure is something that does not trigger liability as per our terms and conditions. It is often acknowled-ged by courts like that. Besides I will line up our law firms to deal with storm of claims. We will follow this line of defence.”

					“Got it, that makes sense, thanks Mark,” said Sal. “Jim, Melissa, can you please follow this strategy and find whatever argument you can find to make this a force majeure event?” As they nodded, Sal concluded the meeting and told everyone to go execute on this strategy immediately. He walked back to his office. In my dream this exploded in our faces. Can’t remember if the force majeure element played a role. Sounds like a nice try. How did they conclude that I was to be sacked over this? It wasn’t just my CEO responsibility, there was something more I actually cocked up. But what? What was I doing in my study last night? I must have been working on the computer as it was on and locked. I can’t have done anything in my sleep. Press a red button!?”
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				The press release had gone out about thirty minutes before the New York Stock Exchange opened. As expected it went viral in no time. The emergency team did not quite appreciate the speed at which it went viral. The measurement and refreshing speed was much slower than the news travelled. Lisa had posted a press message online to pre-empt, or at least reduce as many questions as possible. It did not work. Within minutes all of their phones were ringing non-stop. 

				Sal looked at his watch and to the monitor that showed a more hectic pre-opening NYSE. The time until NYSE opened seemed to last fore-ver. Indeed very similar to the Millenium Bug. Over forty trillion dollar worth of stock and shares would not be capable of being settled if the story was as true as they presented it. About the gross domestic product of the USA and China combined!... 

				The opening of NYSE was surreal. CNN had published Breaking News headlines under its news announcing “Global securities settle-ment failure Bank of Wall Street expected”, and other news picked up from Lisa’s press release. The media attention focused on the global systemically important bank status of the bank that was holding over fifty trillion dollar, a status that effectively meant that it was too big to fail. Too big to go bankrupt without pulling much of the global finan-cial system down with it. If fifty trillion dollars of value was paralysed, unable to be transferred, that was a problem, a very big problem. 

				Seconds after the New York Stock Exchange opened, a major settle-ment issue was reported almost immediately. The S&P 500 Index fell by a historic seventeen per cent within three minutes. Trading was stopped after four minutes. It was the shortest trading time on the world’s foremost stock exchange ever. 

				In a matter of hours, unprecedented panic had spread around global financial markets. Afraid of whether their clients and counterparties would be able to meet financial obligations, Banks and financial insti-
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				tutions stopped lending, restricted cash withdrawals from accounts, stopped financing trade flows. The entire global financial system was interconnected. Every individual, company and institution was directly or indirectly impacted by the Bank of Wall Street, but it was not exactly clear how and by how much. A “financial giant has become ill and has caused a financial pandemic that spread across the globe almost instantly”, as one newspaper put it. 

				Sal, Jim, Melissa and Lisa and their teams experienced a surreal morn-ing. Emails poured in from clients seeking clarity and access to their funds, media seeking statements and information, lawyers of counter-parties sending notices of default and seeking immediate payment of obligations. The key message Lisa was trying to communicate – that this was technical issue that impacted access to funds, not an issue of being insolvent or not having liquidity – got lost in the media storm or simply did not impress. Bottom line was that the Bank of Wall Street was not capable of providing the most elementary of services that impacted the entire planet: delivering stocks, shares and money to those that bought or sold them.

				As soon as the next day, the Bank of Wall Street was put under special administration by the regulator. It did not help to resolve the technical issue that stood in the way of settlement of securities and funds. The operational reality of the plasterwork of IT systems, interfaces and factors behind the problems were simply too complex to solve quickly. 

				And so it happened that Bank of Wall Street failed and collapsed as a result of what appeared to be mundane process flaws and IT issues, causing a chain of bank collapses and destruction of several trillion dollars in market value of securities. Millions of people lost large parts of their pensions, savings. Even if they previously had a penny or pen-ny stock, they got very wet during the many rainy days that followed. 
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				“Sal, your position has become untenable,” said the Chairman of the Bank of Wall Street.
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				The Black Swan Feeder

				“We have to make a difference for our investors!” said Brenda Black. She was standing at the head of the table whilst she spoke. The fund managers around the table were watching the new Chief Investment Officer with a mix of curiosity and admiration, but also with a ‘can you really do it again?’ look in their eyes. Brenda Black had become a powerful investor with a strong masculine side and an impressive track record at a number of other global fund managers. The stellar growth of the funds she managed got her the nickname ‘Ballistic Brenda’. She had been featu-red on the covers of Forbes, Fortune, Time, Vogue and several other magazines for her investment performance. She was a dark blonde and had not changed her looks in any way to make her look more power-ful, feminine, masculine or otherwise different from who she was: a natural leader, with a vision and drive to match. This was essentially why she had been hired. To make a difference for the investors: mainly retirees that wanted to live a good life from their pensions. 

				“These bonds must be part of our portfolio. Black swan events are very rare events – which is why they are called black swan events. We will not experience them.” She corrected herself. “We should not experience them. It is a great market to invest in: much higher margins and still negligible risk. We need to be bul-lish about these bonds. I’m thinking ten per cent of our portfolio to start with, growing to some twenty.” She looked at the team of fund managers around the table. They were silent, and their body language was not one of immediately thrill.
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				One of them dared making a comment. “These are catastrophe bonds. They usually don’t pay anything if the catastrophe oc-curs. Those catastrophes have become more and more common: hurricanes, forest fires, they are not that rare. Don’t you think ten percent is a large bet?”

					

				Brenda looked at him as if bitten by a stinging insect. “Black swans events are like black swans, meaning rare. We will not just invest in any catastrophe bond.” She ignored him further and continued.

				Six months later

				Brenda Black was shining on stage during the annual general meeting of the global fund manager. Her strategy had paid off handsomely: returns were up substantially and had attracted quite some great publi-city. Net inflows of funds from retirees had increased by a substantial 17% since her arrival a little over half a year earlier. Time to increase the relative weight of these stocks in her funds’ portfolios. She incre-ased the black swan investments to 25%.

				Four months later

				During the weekly fund management meeting, one of the fund mana-gers reported that the main catastrophe bonds in their portfolio that had just missed its repayment the day before. “I called the insurance company and to my horror, they mentioned the bonds had experien-ced a black swan event. I asked them what event they were referring to. You know what they answered?”

				Brenda looked at him with eyes that seemed to pierce though him. “No. What?”

				The recent rainfall that was just hard, which caused a few cars and houses to have some water damage. I said I can’t imagine that constitutes a black swan event, but they told me it is, and to have 
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				a look at the conditions of the bonds. I sent them to our legal department for review. Do you know what they said?”

				“I trust they said it isn’t a black swan event?!”

				“I wish they did. They said there was a definition of Black Swan Event that was broadly covering floods, wildfires and other natural risks. The key point they made is that is was so broadly defined that the events were not really real black swan type of events. They were actually relatively common.”

				“Do they expect to get away with this?!” Brenda was raising her voice. “They cannot just expect to not repay the bonds as a result of a clever legal trick?”

				The fund manager seemed hesitant to answer, but did, after a pause that seemed longer than it was. “Legal said they proba-bly would get away with it, because it is a defined term in the conditions of the bonds. Investors can read and assess the risks before investing. That doesn’t mean we should not try to make the insurance company accept liability and pay out.”

				 The fund managers around the table were quiet. This was school-girl Brenda, having missed carrying out the basic legal review of the conditions of the bonds before this strategy was adopted and bonds were purchased. 

				“It’s always the same with insurance companies,” Brenda nearly shouted. “They always try to get away without paying out!”

				“There is a lot at stake Brenda,” said another fund manager. “I’m sure they will not just agree to pay out because we argue that it is not a black swan event, because the event is in fact a white swan event. They will probably just say that a white swan event is a 
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				black swan event simply because they have defined a black swan to include a white swan.”

					“Sorry, I’m not following you.”

				“I meant there is a lot at stake Brenda,” said the other fund ma-nager. “I’m sure they will not just agree to pay out simply because we argue that it is not a black swan event, because the event is in fact a white swan event. They will probably just say that a white swan event is a black swan event, simply because they have defin-ed a black swan as a white swan.”

				“I’m still not following you.”

				“Never mind.”

				“Get Legal to sue the living daylights out of them if they refuse to pay principal! We can’t have our entire retirement investment return depend on some legal lingo in the bond conditions.”

				“I thought she knew what she was doing” a fund manager in the back of the room whispered in the ear of his neighbour. “This could well be her end.”

				One day later

				Ballistic Brenda’s nickname soon changed to ‘Brenda Black Monday’ when the Executive Committee let her go on a Monday. It was on the same day they had to report a major loss of value of the retirement funds. “We knew you were reading headlines, but we thought you were also reading legal fine print.” said the CEO. “Now you can read a headline about yourself.”
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				The Curse of the Fund Pharaoh

				“The Pharaoh Fund has become the most successful fund of Egypt, thanks to you all, and many more investors. And thanks to excellent performance of course, ha ha!” Onuris Osiris was standing on an elevated part of the front deck of a very long yacht, close to a dark wooden part at the bow that went high up in the air to end in an elegant curl. He was wearing white trousers and a white shirt, black chest hair visible above the third highest button. His skin was tanned as caramel, his teeth white as an Egyptian cotton sheet, his hair dark as Giza desert sky, his sun glasses gold as Tutankhamun’s death mask. “We have realised an an-nual return of over 25% over the past five years, investing in the most promising Egyptian tech and other companies, making them succes-sful and selling them off. You will want to know how I know what companies are promising?” He looked at a thin man standing next to him, a man without a smile, having slightly hollow eyes. “I introduce you to the manager of the Pharaoh Fund. I call him Imhotep. He is the director of the Pharaoh Fund’s management company “Imhotep Management LLC”. I have named it after the vizier of Pharaoh Djoser and high priest of the sun god Ra. He was the one to build the first pyramid. Our very own Imhotep has created Pyramid Partners. Under my supervision of course. Ha ha!” 

				Onuris Osiris had become Egypt’s wealthiest man, the most successful investor, a private equity tycoon. He was the Henry Kravis of Egypt, but he was not the ‘barbarian at the gate’. Onuris Osiris was the 
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				nicknamed the ‘Fund Pharaoh’. He was the biggest, the greatest, the richest. And he was going to show it.

				Crowds and paparazzi were gathered on the shores of Downtown Cairo, as the crème de la crème of Egyptian and international investors came onboard the unique superyacht that was anchored at Window on the Nile, at the southern tip of Zamalek, the island in the middle of the Nile in the heart of Cairo. The “Onuris” was a 143,4 meter long replica of Pharaoh Khufu’s famous solar ship that was exactly one hundred meter smaller and had been buried with Pharoah Khufu next to his Great Pyramid at Giza. It was now in the Grand Egyptian museum, close to his pyramid. Unlike Khufu, Onuris was not plan-ning to wait for the afterlife to use his solar ship to sail with the sun god Ra. Onuris Osiris was going sail down the Nile with the Egyptian and international jet set that invested in his Pharaoh Fund. This solar ship was 4600 years newer, built by Lürssen in Germany and boasted two helicopter pads that would both turn into dance floors, swimming pools, dining areas or even car parkings. The central part of the relati-vely slim solar ship included 30 berths with all luxury, to accommoda-te 40 guests and 50 staff. 

				Onuris was at the start of celebrating the tenth anniversary of Pyra-mid Partners, his private equity firm, as well as the fifth anniversary of running the highest yielding fund of Egypt. In fact of the entire MENA region. With management fees of 3% and a carried interest on investment of 25% meanwhile, his wealth had skyrocketed. The yacht was his latest and most spectacular toy, and from today onwards on its spectacular maiden voyage. A select group of his most cherished and loyal investors – about forty of them - would sail with him down the Nile to Luxor. Select media had been invited onboard for the opening speech and photo opportunities. Onuris Osiris was a god in his own right and he was going to flaunt it.
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				“No investor has ever left the Pharaoh Fund,” he said whilst the cameras flashed and forty well fed faces faced him. “God forbid, anyone who does may be cursed, ha ha.” His white teeth seemed sharper than normal as he spoke. A faint smile appeared on the face of ‘Imhotep’ as well, next to him. “We haven’t given any investor a reason to leave!” He looked over the crowd, sought the cameras. “We will not give them a reason! Our returns are sky high. This solar ship will not just sail to Luxor. We are in fact sailing the sky! The sky of investment returns. We are sailing sky-high, ha ha! Your funds incubate the most talented entre-preneurs of Egypt, the most successful. And we will make them grow further, much further. To the next level. Then we sell. It is very simple, we buy low, sell high. But the difficult part, the part that distinguishes us from mediocre investors, is…” Onuris Osiris looked down, walked a small circle on the elevated part of the solar ship and looked up again, faced the crowd, the cameras. “Talent. It is talent. Talent is our Alpha, our forte. Anyone can buy expertise, education. But talent is not easily found, develo-ped. Talent to find talent, talent to find new market opportu-nities, talent to invest at the right time, in the right people, to achieve the right growth. Ladies and gentlemen, this cruise will be a celebration of talent, of your talent to invest with us. To keep investing with us, to increase your investments, to find more investors. Let us all celebrate!”

				The giant solar ship packed with the rich and famous left shortly after, sailing graciously along the flashes of countless paparazzi cameras and the keen eyes of mortals on the banks of the Nile in downtown Cairo, as well as by a virally growing global crowd online. 

				“The publicity has had a good effect. Twelve investors have shown an interest to participate in the fund already, considering to commit over half a billion dollar.” The ship had sailed overnight and was further 
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				south on the Nile. Imhotep had taken Onuris aside on the rear deck where guests were taken after parties, lunches and other events on the boat to relax. Appropriately , the deck was named the “Afterlife”. Onuris nodded with his characteristic wide smile, referred to by the non-Egyptian guests as a ‘sNile’, as pretty much everything around Onuris Osiris had an Egyptian name or connotation. Imhotep conti-nued. “There is some bad news as well though. One of the guests just mentioned that he has instructed his staff to sell a big chunk of his participation. It was time to sell, the ride can’t keep going up forever, he said. ” Imhotep nodded in the direction of one the men sitting a few tables away.

				Onuris’ smile was gone. “We can’t have this, especially not in public and after me saying that no investor has ever pulled out.”

				“Time for a warning?” Imhotep suggested. His faint smile retur-ned.

				Onuris Osiris nodded. “Indeed.” His ‘sNile’ was back for a mo-ment. His face then turned frozen, as if in a trance as he murmu-red something in ancient Arabic, “سيضرب الموت بجناحيه من سيترك شركاء الهرم, Death will come on swift wings to him who leaves the Pyramid Partners.”

				The limited partner that had sold a chunk of his participation stood up and seemed to walk to the restroom, on the starboard side of the solar ship. Onuris and Imhotep were among the few people that paid attention. There was a sound of something splashing into the water. It took another ten seconds or so before screams were heard from the water, screams that slowly moved to the stern of the solar ship that was moving at low speed. The participants gradually stood up and went to the side of the boat to see what was going on. Onuris and Imhotep stayed where they were until a voice cried: “Someone is caught by a crocodile! The long shrubbed body of a crocodile was visible in the 
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				water, wildly going up and down in what looked like a wrestling. The water turned red in places and pieces of cloth were visible. 

				The atmosphere on the solar ship was as dead as the limited partner that ended up in the water. One person had seen how the man tripped or lost his balance for some unclear reason and fell to the side of the boat, ending overboard. More people had witnessed how an appa-rently very large crocodile – about five meters long according to some that saw the mouth and the tail – came up and tore the body apart in wild moves. This marked the point where most limited partners were watching. Onuris Osiris made a short announcement that a helicopter would pick up the body shortly to enable the family to arrange the funeral. He finished making a point of continuing the celebration despite such ‘tragic event of which – sadly - many happen around the world.’

				After a helicopter had landed on the front deck heliport and picked up the corps, the limited partners were inevitably discussing the events that happened. Theories of the limited partner tripping were dominant, but a few investors half-jokingly referred to the curse, as the investor had been boasting about the profit he was going to make upon selling off part of his investment in the Pharaoh Fund… 

				As the second night set in, the 143,4 meter long solar ship continued to move slowly along the fertile banks of the Nile river down to Luxor. The full moon cast a magical light on the most unique superyacht built by Lürssen, as the second of a five courses was underway. One of the foreign limited partners - an American - was in the middle of a private debate on the investment performance of the Pharaoh Fund with his neighbour across the table. She was an Egyptian lady, member of an wealthy old family. “I think the Pharaoh Fund might actually be a true pyramid fund. A Ponzi scheme. It is hard to find any fund that has always gone up, except for Ponzi schemes. Think Madoff.” He 
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				looked her in the eyes, just as Imhotep passed behind her. “More than anything he was also looking for new investors and increase of capital.” Imhotep cast a grim look at the American.

				“Ha ha,” laughed the Egyptian lady, “No way. All fund managers want more investors and investment. And even if so, let’s enjoy the ride up.”

				“We have another sceptical investor,” Imhotep whispered in the ear of Onuris. “The American is suggesting the Pharaoh fund is a Ponzi scheme.”

				“A visionary,” said Onuris with a calm voice as he watched across two tables to the table where the American was seated. “But his vision will soon be blurred. He whispered the same few words in ancient Egyptian he had whispered before.”

				The American scratched his mouth as his conversation with the lady had come to an end. He was now talking to his neighbour, another foreign investor from Asia. His mouth was itching as he felt cramps in his stomach emerging. “You have a rash developing around your mouth, perhaps you need to have a look?” 

					“I will,” said the American, “excuse me.” He walked off to the toilet. His legs felt light, as if they were disappearing. His walk was slower, less balanced than normal. He made it to the toilet, barely on time from peeing in his pants. What the f… is this? His urine was dark yellow with red colour through it. It came out with agonising pain. Am I peeing needles or what? I need to see a doctor. He couldn’t stand up. His legs were motionless, without feeling, paralysed. “Help!” he shouted. “Help!”

				One of the staff opened the door, and brought another staff. Imhotep followed at a distance, directing them to a quiet room in the “under-
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				world” part of the solar ship, below deck. Onuris Osiris had named this part of the solar ship after the underworld as his surname was the same as the God of Osiris, ruler of the Underworld. He brought in a medically trained staff member and spoke with him. “Bilharzia,” he said to the staff member. “A very acute form. He must have been exposed to Nile water. Stupid and dangerous. Pharaohs of the fifth dy-nasty spread it across Egypt with their import of slaves and monkeys. We can’t do much for him I’m afraid. He will be eaten from within by countless parasitic flatworms.” He left the room with a faint smile on his face, whilst the staff was sitting silently by the American who was crying of pain.

				The announcement of the second death after the breakfast the next morning, came as a shock, despite the apparent medical reason of ha-ving been in touch with Nile water. The crowd onboard fell quiet for a while, before they talk continued as Luxor became visible. 

				“I think this boat is cursed, time to get off,” said one investor.

				“Just bad luck,” said another.

				“I don’t know what is going on, and I don’t really care. The Pharaoh Fund remains a great investment and this trip has been wonderful apart from these incidents,” said a third person.

				One thing did become clear. No existing investor dared leaving the fund thereafter. 
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				The Extortionist

				“So, a very warm welcome to J-PE Partners and let’s toast that!” said Jan-Peter Engelhart with a big smile as he raised his glass. Some fifteen new associates raised their glasses as well. They were all sharply dressed young men and women in business attire, mostly in their twenties. The party at an exclusive bar in Amsterdam’s Zuid-As financial district continued until late.

				Jan-Peter was also known as Jan Private Equity. Not surprisingly, as he had become a rising star in the business of private equity – buying private companies, growing and turning them around to increase value, then selling them. In just ten years he had invested in over twenty-five of these portfolio companies and sold them off for a total value of over thirty billion euro. That by itself did not make the firm belong to the international top ten yet, but the growth rate of the firm had been spectacular. Many in the private equity industry con-sidered ‘Jay Pee-Ee’ - as he was normally referred to – to be the next Henry Kravis, co-founder of KKR, the legendary American private equity firm. KKR had become famous for its hostile takeover of RJR Nabisco – which gave it the reputation of “barbarians at the gate” of portfolio companies, as the best-selling book on the acquisition was entitled. JPE was not known for hostile takeovers, but he had built a similar reputation of being a wolf in sheep’s clothing. His smile was ever friendly, his clothes were ever smart and well cut to the bone, and his demeanor was ever composed. However, he was known for having coercive ways of building and extracting value out of portfolio compa-nies. When his firm was compared to KKR, he often joked that he is a barbarian only after passing the gate. It had countless backstories, but he never commented on them beyond giving one of his famous smiles.
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				Inevitably the conversation over drinks would be about him. “He smiles a lot, I like his smile,” said a charming new associate after a few drinks to one of the other junior associates that had been around in the firm for some time. 

				“His smile looks good indeed,’ said the associate, but wait until you have met him as a portfolio company CEO.”

				“What about that?”

				“He is not quite the angel heart that his surname suggests. They say his method to get the management of portfolio companies to increase value is… - how shall I put this – unorthodox.”

				“What is unorthodox about it?”

				The senior associate looked around, presumably to see if JPE was nearby. “What normally happens is that he organises an offsite after each acquisition of a portfolio company.” She started laughing quietly. He invites the senior management at his home in Bloemendaal and then … gives new meaning to the concept of leveraged buy-out. They call these offsites “offer sites”, conducted in his “temple of boom”.”

				“Offer sites?”

				“Yes. Nobody really knows what happens, but they say JPE is using some kind of leverage to make management offer the best they can deliver.”

				“What is that supposed to mean?”

				“That is the million dollar question.” The associate smiled. “I’m getting another drink.”
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				“So Vincent, your company is now part of the J-PE Partners family. Do you know what that means?” JPE stopped walking around the CEO of buy.nl - the company that his firm had just bought - and looked him in the eyes from close by. Vincent was in his late thirties, just like him. He had a similar success story as JPE, having founded a company that had rapidly become successful. An internet retailer, grown partly due to the absence of expensive real estate in city centres. 

				“I suppose you will tell me what that means?” Vincent looked up at JPE. His voice sounded slightly intimidated, defensive. He was sitting in a modern design chair in JPE’s living room. 

				“Correct. Let me tell you what that means. That means that you will have to earn a lot of money to pay off the loan that we obtained to buy your shares. It is a very big loan, Vincent. And you know what? That is not all. You will have to earn even more to give me and my investors a stellar return.” JPE walked slowly to the window and looked outside. “Do you know what a stellar return is, Vincent?”

				Vincent did not respond.

				JPE paused for a bit. “I have a reputation to keep up. You must have heard of it. That reputation has been hard earned. In private equity you don’t build a reputation unless you make a serious return on investment.” He turned around and looked at Vincent. “A decent return is anything over 10%. But that is just a good return. At J-PE Partners we require stellar returns.” He walked back to Vincent, slowly, and stopped in front of Vincent again. “I will be expecting 15% or more. Year on year. For about five years. Is that clear?”

				“That is impossible. Even Amazon does not make that sort of returns. Although…”
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				“Yes, it is possible, Vincent. It is very much possible, and you will make it possible. Let me tell you how. I noticed you are a nice guy. A friendly guy, kind to others.” He looked Vincent deep in the eyes again. “You are going to have to let that go, Vincent. We both know that you can easily get many more brick and mortar shops out of business if you are more aggressive. Drop prices more to gain much more market share. It’s a free market out there. You have been holding back to keep your reputation up, to avoid painful measures, to avoid pushing small shops out of business. Do you know why I bought your company?”

				“Why don’t you tell me?”

				“Because I know you can increase your market share dramatically this way. You just have to do it. To want it. To execute on it. It is as simple as that. Ignore publicity. People will prefer the underdog publicly, but they buy where they find the lowest price: they will buy from the winner. They cannot just blame the supplier, they have to look in the mirror and blame the demand as well. The buyers on buy.nl are the ones that put little businesses out of business, not you. Businesses have been disrupted all the time, everywhere. If you don’t do it, someone else will.” 

				Vincent was digesting the message. Even if I do what he says, this will not be achievable. And I will ruin all goodwill I have built up. This kind of cut-throat business will backfire. He is just looking at the short, or me-dium term. It is not his baby, it is mine. He will just sell it off again.

				“I own your company, Vincent. If you won’t deliver stellar returns, I’ll give your company to someone else to manage. It happens all the time. Think it over, Vincent. You have a pleasant life, you have nice toys – your car, your boat, your villa with a view in Vinkeveen. Your wife has a pleasant life, your kids go to a good school, have nice toys. Imagine, that could all be out of 
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				the window if you are on the street. If you lose the business you built from scratch. Your baby, Vincent! It would be a shame, a real shame. If your wife has to tell her friends at the golf club that her husband did not adequately perform and got fired. Or worse, they read it in the paper. Imagine what happens if she finds out in the P.C. Hooftstraat that her credit cards don’t work anymore. I can destroy you and your family, Vincent, your efforts, your reputation, your opportunities. And I will. A lot depends on this. That would not be great, Vincent, don’t you agree?”

				Vincent did not respond. The bastard is threatening me. It is not untrue though. He is just very open about it whilst other investors are probably less clear. I don’t know actually. It would be a tough message at home indeed. Pippa has practically been a widow since he started the business with the long days he made, and the boys only saw him in the weekend for an hour or so. The money and status had been the only excuse. If that was gone, that would indeed not be great. Ruining the lives of small shop owners and becoming known as the next ruthless internet retail magnate would not be great either, but perhaps JPE has a point. If I don’t do it, someone else will.

				“I am making you an offer you can’t refuse.” JPE walked to the window again. “You will be sharing in your own success of cour-se. Handsomely. Like all big disruptors that took over entire mar-kets. You will get a good percentage of the 25% carried interest our investors make, and an additional substantial bonus if you achieve the 15% year on year. I find it crucial to align interests, you see?” JPE looked at Vincent from the window, and liked what he saw. The body language of another portfolio company CEO that decides to meet my targets after a hard struggle.
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				One day later

				JPE and Vincent were standing side by side in the board room of J-PE Partners, facing a small gathering of journalists. “We are proud to wel-come buy.nl as a new member of the J-PE Partners family. The compa-ny has kickstarted itself in the Dutch retail landscape and has done a great job to provide customers with a very wide spectrum of products. Offered at the lowest prices available in the market, from the comfort of their chairs. We believe the company is very well positioned to cap-ture a much larger part of the market. We have just gone through an offsite to get to know each other better on a personal level. To discuss and align our interests. We believe buy.nl will be a great addition to our portfolio.” 
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				USD-Day

				“You know we can’t kick the can down the road forever, Mike. Belief in the greenback, Treasuries and our great nation has been unrealistically high for too long. Your predecessors have kicked the can to the next President, and the next, and the next. Our national debt is close to fifty trillion. Fifty tril-lion dollars, Mike!” United States Treasury Secretary Richard Ready-money stood still for a moment and looked at President Michael Top, sitting behind his desk in the Oval Office. He continued walking back and forth. “The auctions of the Treasury bonds have become ever more expensive.” He paused again. “Prohibitively expensive.” 

				“Prohibitively?” said the President. “What do you mean, Rich?”

				“How shall I put this… In two weeks’ time, we must repay about two trillion. It has become increasingly expensive over the past months to issue new bonds at an interest rate that we can afford. The last auctions we have organised to get investors to sign up for the bonds have become more and more expensive. Investors are clearly no longer trusting our ability to repay. They are deman-ding higher interest rates and are buying less. Up to a point…. Up to a point…” He stopped again and looked at the President.

				“Go on,” said the President.

				“We are going to default in two weeks, Mike… We are going to f… default! Excuse my French… The greatest nation on earth is not going to be capable to pay its debt anymore. There is already talk in the markets about a US default. They call it “US-Default Day”, more popularly “USD-Day”. The biggest Ponzi-scheme ever set up, with new investors paying off existing investors. The 
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				only difference is that it has been known to everyone, in the face of everyone. And nobody has cared, as usual, until the music stops and the US defaults on nearly fifty trillion dollar of debt. We are going to lose our Reserve currency status, Mike, become another Argentina, but then bigger, much much bigger. They have not been questioning if it happens, but when it happens. The can has reached the end of the street. It is virtually impossible to kick it any further with another refinancing. As it looks, we are no lon-ger capable of paying even the interest on our debt. We are broke, Mike! We are broke!”

				The President was silent for a bit, was playing with his Mont-blanc John F. Kennedy rollerball pen boasting the colours of the stars and stripes. “I hear what you saying, Rich. I understand why you are saying it. I read the same stories. I’m inclined to belie-ve them as well. I know we have been spending too much, too long. But you what, Rich?” He stood up and walked towards the Treasury Secretary, stopping about a meter away and looked him in the eyes. “I have appointed a very clever and capable Treasury Secretary who listens to the name Rich Readymoney. And Rich Readymoney is going to live up to his name and he is going to make this issue go away, as long as I, Michael Top, am the Pre-sident of the United States of America. I don’t want to sound unreasonable, Rich, but we both know this day would come and that we cannot – not at all, under no circumstance – afford to let this happen. The consequences are simply too catastrophic. If investors are expecting a USD-Day, we should probably come up with an Operation Overlord.”

				“Operation Overlord?” said Rich.

				“Come on Rich, don’t keep disappointing me. It’s the code name of the allied invasion on D-Day in 1944.”
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				“Got it, sorry, the code name didn’t ring a bell.” He thought for a moment. “How about Operation Overdraw. No wait, that’s a bit negative. As if we have been overdrawing a credit facility.”

				“Ha ha,” laughed the 47th US President with nearly fifty trillion US Dollar of accumulated debt on his watch. “No, if that leaks, imagine. We can’t be seen to have incurred more debt than per-mitted.”

				“What do you think of “Operation Overdue”? It covers exactly what we are preventing and sounds serious but also like we are taking decisive action..”

				“Yes,” said the President almost immediately. 

				“I can gather a representative group of top level investment bank and institutional investors executives to come up with a resoluti-on.”

				“Go for it, Rich. The fate of the entire planet is depending on it. Our debt is too big to fail, too big to bail and nobody wants to go to jail.”

				“Are you threatening me?” said Rich, trying unsuccessfully to laugh.

				“Let’s talk about that later,” said the President, and smiled.

				“Welcome to this inconspicuous location out of town.” US Treasury Secretary Richard Readymoney was standing at the end of a long table in the living room of a villa. It was about an hours’ drive out of Manhattan, far from any work or private location of any of the participants or other representatives of their industry. “You have all been selected and invited here – summoned I should say – and 
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				required to sign highly restrictive Non-Disclosure Agreements for a very important reason.” Rich looked around the table, thinking back at the meeting that took place at the Fed during the Credit Crunch of 2008, with predecessors of the same people at the table: the CEOs of the US’ top five investment banks – the largest underwriters and dealers of US Treasury Bonds - as well as a trusted group of top hedge fund managers and two Nobel Prize winners. “At stake is the survival of the US Dollar and the US economy. It is no secret our national debt has spiralled out of control and is about to put the US into default. That would be an unprecedented and completely unacceptable. I am mindful that you are having commercial interests at stake but I trust you will see the bigger interest of saving the US economy and indeed the global economy from the most horrendous consequences. On behalf of the President of the United States I urge you to have this overriding interest in mind. I am assuming and expecting you are not betting against the dollar. You have been asked to lead by far the most important financial operation ever conducted in human history. We have called it Operation Overdue, aimed at preventing USD-Day… I will need to leverage all of your analysis, creativity, financial fire power and whatever else it takes to prevent a default…”

				Creativity, austerity, media campaigns emphasising reduced gover-nment spending, immense bookbuilding efforts to sell US Treasury bonds, they were all unleashed to build investor confidence to ensure a successful sale of the next issue of US Treasury bonds. But appetite remained weak. Trust was out of the window. 

				Two weeks later

				The Wall Street Journal was the first to report it: the beginning of the end. “Auction US Treasuries Failed” was the simple headline that confirmed the fate of the world’s Reserve currency. The US Treasury had not been able to raise 56 billion dollar that was necessary to repay the debt owing to investors on the next bond that was due for repayment two days later. It had always just been a routine extension of the debt. No 
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				longer. Two days later, the US Treasury failed to repay the bond holders.

				It had never happened before. It was a disaster. A true disaster. But not unprecedented. Governments had defaulted on payment of govern-ment bonds many times in history. This time it was different though. The US Dollar was just enormous. Never had the global economy been more reliant on one currency. Default of the Dollar was a cardiac arrest of the global economy. Unlike during the 2008 credit crunch, the rating agencies downgraded the US treasuries quickly to junk bond status. It was a sobering and clinical experience. The financial heartbeat of the world economy was ending.

				The news sat at the beginning of the spiral that went downwards and viral. Rapidly, very rapidly. Never before had news been as viral as this news. Hardly anyone on the planet was not affected by the value of the US Dollar in one way or another. And today it showed. The biggest ever panic sale of securities was hitting global financial markets like a tsunami. Their value crashed in the utter absence of buyers, not even vulture funds… Like never before. USD-Day was here. It started with only 56 billion dollar of debt not being repaid, but the sheer panic and lack of trust that followed would inevitably cause each following bond and US Treasury issued debt to not be repaid over time.

				All of the predicted consequences that appeared surreal before, became reality over the next days and weeks. News channels – the ones that survived - were reporting how the US government stopped paying salaries of many civil servants. The US Military was pulling out of most locations in the world, causing security issues and revolts but also being welcomed in some countries. Massive unemployment was caused by government payments no longer being made to com-mercial counterparties. Employees stopped paying their mortgages and losing their homes. Not just in the US but around the world. The dramatic value decrease of the dollar made it much more expensive for US to buy foreign products. Foreign investors were buying many more US goods at the same time, for a much lower price. They were 
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				on a bargain hunt in the ‘Great US Sale” as headlines in some less US friendly countries suggested with some Schadenfreude. The tables were turned, the US lost its dominance, had to ‘learn to replace hubris for becoming humble’ as one influential commentator mentioned in a talk show. 

				It wasn’t just that the US sneezed and the rest of the world got a cold: it was more like a highly contagious and deadly disease that had broken out. One that caused a lethal infection around the world. The US Treasury default dwarfed the Lehman Brothers bankruptcy, being about seventy times more indebted. And this time there was no government that could step in to rescue. The US Treasury was not just too big to fail. It was also too big to bail. But most importantly it could not rescue itself… The US had lived on borrowed money, in borrowed time, the world being its Ponzi investors that kept investing as long as the music played. 

				Until the music stopped playing. 
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				The Algorithm

				“Daniel, meet Alia. Alia may have just what you need.” Daniel looked at the dark haired beauty. “A conver-sation with a beautiful woman is indeed what I need. I’m Daniel, very pleased to meet you.”

				“The conversation is what you want. What I meant is what you need,” said the man that introduced Daniel to the woman at the networking event. “Someone with a PhD in Computer Scien-ce from MIT, having just published her dissertation on greedy algorithms.”

				“My name is Alia. People in the world of algorithms call me Algoria.” She smiled with a self-confident look on her face.

				Daniel started blushing. “Well, that is very interesting indeed. A conversation with a beautiful woman I… A conversation I want with a beautiful woman, about something I indeed need. 

				Alia laughed as Daniel started blushing even more. “I am the founder and CEO of a digital start-up bank targeting SMEs. It is called SMEB. I am looking to grow our client portfolio rapidly in the next few months. A good algorithm could be very useful.”

				“Essential,” said Alia. “It sounds like my expertise is exactly what you need. A greedy algorithm.”

				“Gordon Gekko taught me that greed – for the lack of a better word - is good,” said Daniel. “What exactly is a greedy algorithm?” 

			

		

	
		
			[image: ]
		

		
			
				120	SWISS FRANCENSTEIN - Financial Horror Stories

			

		

		
			[image: ]
		

		
			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

		

		
			
				The Algorithm

			

		

		
			
				Alia laughed in a slightly affable way. “Let’s say it will apply the optimal solution under local circumstances. If you are looking to open a maximum number of accounts for SMEs, a greedy algorithm will apply the best rules and techniques to do so under the circumstances, likes time, budget, location and so on and so forth. It gets you there in the quickest and most effective way.” 

				“Well, that is music to a start-up CEO’s ears,” said Daniel whilst drowning in Alia’s green eyes, “after some candy to his eyes. When can you come over to my office to discuss this further?”

				“I am a bit caught up discussing job offers,” said Alia. 

				“Right,” said Daniel. “I’m sure we can make the visit worthwhile.”

				One week and a seven figure sign-on bonus later

				“You’ve two weeks to develop the algorithm,” said Daniel. “Remember, it needs to generate over five thousand new SMEs accounts and – even better – also a credit facility or other product that will generate revenue. If you don’t achieve it, half of your sign-on bonus will be forfeited.”

				“It is clear,” said Alia and smiled. “Don’t worry, I will write my most effective Aliagorithm ever!”

				“Aliagorithm?”

				“Yes, that is what my algorithms have been referred to.”	

				“Right.” Daniel smiled. What a champion I hired. Let’s see what she will bring in.

				“But I want an upside as well, not just a downside. If I succeed to get over five thousand new accounts opened, I want to become Chief Technology Officer.
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				She has no experience, Daniel thought. The other staff don’t like her lack of experience and attitude. The turtleneck and spirulina shakes don’t help. The women obviously don’t like her for looking better. Would it be justified? He quickly scanned her gorgeous looks again. Probably yes. Would it harm? Probably not much, except for more gossip from the others in the office. Would there be a better alternative? Haven’t looked for it yet, but probably not, or not easily found. I can’t afford the time to look for it either. The next venture capital funding round is in six months. I really need the five thousand new customers by then  “Yes,” he said.

				Two months later

				“What is today’s number, Daniel?” Alia looked at Daniel as he looked into his screen.

				“Exactly 2,768 new accounts. In six weeks. It’s amazing, Alia!” Daniel sounded ecstatic. “If we continue opening accounts at this speed, we will reach five thousand soon!”

				“Within 11 weeks, more than two months ahead of schedule,” said Alia. “Your funding round will be very successful.”

				Three months later

				“I think it is fishy,” said Thomas to the editor in chief of Finance Week. “She has supposedly onboarded a record number of customers for the bank and is on every magazine cover with her pretty face. I have a feeling the bank itself is not necessarily worthy of so many new customers.”

				“What do you expect to find, or write about?”

				“I don’t know yet, but something tells me that sort of growth is suspicious.”
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				“I don’t just want another success story. That has been covered many times already.”

				Three months later

				“Guess what I have found out?” Thomas sounded triumphant.

				“What is that?” asked the editor in chief.

				“I have been able to get in touch with a bunch of these new customers. Listen to this. Most of them have been rejected by other banks. I met with quite a few. Unbankable people. They received an offer from SMEB that looked quite tailored to their needs. A typical story is that they needed credit and would not get in anywhere. The SMEB offer suggested they would get it if they open an account. 

				“And have they received the credit?”

				“This is one point where it gets fishy. Most of them have recei-ved a mail confirming the credit facility, but have been unable to borrow. They were not able to contact the bank. It is a digital bank, without any customer service by people. The chatbot only told them that further conditions have to be met. Know your customer, that sort of stuff. Many of them know they are not creditworthy and have not tried hard. The impression I got is that they are just having another disappointing experience when trying to obtain credit.”

				“What exactly is fishy?”

				“It is the sheer number of unbankable people. That is one thing. Having looked into Alia’s profile, she has a PhD in greedy algo-rithms. It seems quite clear she has just found a way to pitch an offer poor people can’t refuse, in order to get them to open an 
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				account. And you know what?” Thomas looked at the editor in chief. “The CEO of SMEB has mentioned a few times in inter-views that he needs a big number of new accounts for his next venture capital funding round. It seems our smart and pretty Alia has used an opportunistic algorithm that gets you the quickest but also dirtiest solution – that is essentially what a greedy algo-rithm is – to seduce the largest possible number of highest poten-tial customers to open as many accounts as possible.”

				“You could say that is a success story. Bittersweet perhaps. Is there anything else?”

				“Yes, there is actually. When I looked into the correspondence with the bank, it turned out that virtually all of these customers had close to ten accounts opened in the name of their company, and also a credit facility. Without having asked for it or filled out any application form, they told me. And what’s more, I have seen amounts being deducted for account fees and “commitment fees” that were not mentioned in any mail or application form. Most of them had not even seen that. These are people that are not well educated, have an eye for these things. It was not very transparent either by the way.”

				“What part of the accounts was opened like that, any idea?”

				“I don’t know exactly of course, but if the group I have seen and spoken with are representative, it is probably over ninety per cent of all accounts.”

				“Ghost accounts.” The editor in chief looked at Thomas and nod-ded silently. “This looks like a scandal, Thomas, good work.” 

				“One last thing, the real kicker,” said Thomas. “When one of the smarter customers sent an email to the financial ombudsman 
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				and tried to complain, the email turned out not to be sent. He showed me the sent mail, but we discovered right there and then it wasn’t sent, whilst other mail was sent around the same time. But that is just the beginning. When this guy was driving to the supermarket later that day, he saw a driverless car pulling up next to him and staying there for a few seconds, as if it was waiting to attract his attention. When he looked at the car on his left, it crashed into him and tried to push him off the road. The guy was frightened, and even more so when we discovered there were actually positive reviews about the bank posted in his name on social media.”

				“A greedy “Aliagorithm” creating ghost accounts, with ghost fees and ghost credit facilities, even ghost reviews. Threatening suspicious customers with ghost cars. All done by a beautiful lady, nicknamed Algoria. This will make one hell of an unusual story, Thomas. But I’m sure it will be an amazing read and piece of investigative journalism!”
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				Jack the Flipper

				“Breaking News – Banks reduce housing market risk”, it said beneath the CNBC talking heads. A real estate analyst with a global asset manager was explaining the effect of increased risk of flooding as well as rising interest rates on mortgage lending. “More and more home owners are unable to pay their mortgage. Our research shows that banks increasingly sell off mortgage loans and reduce lending to select market segments and areas.” To the question who was buying such loans, she said: ”We have seen some players in the market showing an appetite, particularly high yield investors, if the price is right. They are buying the loans at a discount and are usually collecting the debt more aggressively.”

				“I should be able to absorb this tranche of your coastal area port-folio entirely,” Jack Fernandes said as he scanned the term sheet. “But you have to realise that these mortgages have most of their repayments due between ten to twenty years from today and are in coastal areas that will almost certainly be flooded during that period. Home owners are mostly selling and prices are dropping. That is your collateral value. If you pay attention – and I’m sure you do – employers are moving out of these areas to less risky areas, which means that your borrowers will either move as well, or lose their jobs if they stay. Your default rates will go up sub-stantially. Not a great proposition for someone like me to step into.” Jack looked up and saw three pairs of eyes looking at him, occasionally scanning his pink shirt with white collar and cuffs with cufflinks that appeared to contain miniature time pieces in gold, half covering a gold Rolex watch, and a paisley cobalt blue 
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				tie. “Given the unfavourable market conditions we can consi-der buying the tranche in its entirety at twenty five cents to the dollar.”

				“Excuse me?” said the woman opposite him, whose business card on the table in front of Jack introduced her as Safira Johnson, Head of Mortgage Lending EMEA with EVA Bank. “Twenty five percent? You must be joking, ha ha.” She stopped laughing when she saw no response in body language from Jack.

				“You are expecting a buyer of these mortgages to be interested at a higher price? This portfolio has default written all over it and you know it. Let’s be brutally honest - there is no other buyer for this portfolio at any price.” Jack looked her straight into her eyes. “I am not exactly cherry picking here. I am looking at a basket of fruit in the supermarket that is well past its sell-by date and which has been made to look OK thanks to some refrigeration.” 

				Safira and her two banker colleagues exchanged knowing looks. Jack had used that metaphor before. In their preparations for the meeting they had looked at Jack Fernandes’ profile and at other secondary market players that might be interested in their coastal area mortgage portfolio. Jack was the manager of a high yield fund that invested in real estate assets. “High yield” was a nice way of emphasising the po-sitive side of this type of investment funds - aiming to have higher re-turns on investment. The description failed to mention the high risks that came with these investments. This was well known in the market that was used to all kinds of other jargon, like “subprime”, “mezzani-ne”, “junior” or of course, “junk”. They had identified several potential buyers that could be interested in buying risky assets like these, but had not expected any one of them to be interested in their entire portfolio. It was like finding fire insurance for a house surrounded by forest fires. Based on their secondary market analysis, the only realistic buyer was sitting in front of them. “I would not call our fruit past its 
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				consume-by date. There may be some flies circling around it though. I take your point that a discount may be appropriate, but offering 25% is absurd.” 

				The deal was eventually closed and so were many more deals between Jack and other residential real estate lenders. 

				Sophie had always lived close to the beach and spent a lot of time the-re. Ever since her divorce it had become a place of solace. Life had not been great for her lately, not just because of the divorce, but also due to work. The car factory where she had earned a very modest salary as one of a number of quality control inspectors, was going to be shut down and be replaced for one in a lower income country outside of Europe. To benefit from “electric engine production synergies”... It had not helped that production had to be stopped for a week when parts of the factory were flooded by the river that passed by. Heavy rainfall and floodings had become quite common over the past years, she realised. Many of the villages on the coast were becoming ghost towns, with the new generation looking for opportunities elsewhere. 

				To make it all even worse, she had received a letter from an unknown company that wrote to her that her mortgage with EVA Bank had been taken over by the company and that the interest rate had been increased by three per cent. She had not been able to sleep with worry: her salary and hard fought alimony was not nearly enough to pay for the mortgage and school fees and food. She was desperate having already missed one mortgage instalment in order to feed her children. 

				One Tuesday morning, she was walking her daughter and son to school a few blocks away. A big man with a camouflage jacket, black hood covering most of his head and an energetic Pitbull terrier on a long lead was walking straight towards her. She pulled her kids aside to make way, but the man kept moving towards her, on a collision course. 
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				He stopped for a moment and allowed the dog to come close to her and her children. “Pay your mortgage or bad things will happen,” he said whilst looking at her kids. He then walked on. She stood still for a moment and silently started crying, then she quickly pulled her child-ren forward, forcefully, not looking back. 

				It did not end there. Anonymous emails, chasers by mail, even a body builder that delivered wilted flowers at her home address, with a prin-ted message to pay the mortgage. She freaked out and soon resorted to theft of groceries and other petty crime to pay the mortgage. At one point she overheard a conversation in the supermarket about similar experiences.

				The police and the Financial Conduct Authority started looking into the trail of similar events and threats that had become wide spread, making headlines. It soon became clear that the threats all involved mortgage debt that originated from EVA Bank and was sold to the real estate fund manged by Jack Fernandes. 

				“His fund is not the creditors of the mortgages. We have seen a few distressed debt funds claiming payment,” said a senior enfor-cement officer of the Financial Conduct Authority.”

				“Vulture funds?” said the Head of Enforcement.

				The senior enforcement officer cleared his throat. “We have seen aggressive claim and enforcement behaviour from these funds in other cases, so that seems to be a correct qualification. 

				“Similar behaviour?
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				“They seem to prey on the vulnerable. Buy loans extended to people that are in trouble, then take action that decent banks don’t dare taking. Similar to what we have seen here, indeed.”

				“How come Jack Fernandes’ funds are not the creditor? He bought the portfolio very recently, isn’t it?”

				“We have noticed that Jack is buying a lot of real estate to sell it on immediately. He is what they call a “flipper”. We should probably look into money laundering, which often goes hand in hand with these kind of real estate transactions.”

				“Flipping is not bad by itself, but this guy is just benefiting from unleashing vultures that can squeeze more money out of vulne-rable people with methods that are criminal or close to it. This is becoming a political issue. We have to do something.”

				“Of course, sir.”

				Ironically it was a TV documentary and further media attention that made the issue mostly go away. A widely viewed documentary showed how intimidation and threats had essentially been facilitated by a bank selling mortgages to a ruthless buyer – “Jack the Flipper”, as he had become known. 

				The documentary was showing how politicians were criticised for not doing much. The Minister of Justice was even interviewed and explained how authorities including the Police and the FSA were not actually capable of doing much. There was too little evidence, not enough criminal behaviour. Just intimidation. 

				The documentary’s focus had shifted to EVA Bank and its sale to Jack the Flipper. The bank said it would reconsider its policy to sell mort-
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				gage and debt to creditors with questionable claim cultures, and that was it. 

				The bank, nor other banks sold off sensitive loans to parties like Jack the Flipper. At least, not for some time.
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				The Dark Pool Syndicate

				“We have been able to trace a number of high value investments in Omega that were made at more or less the same time. It was very hard to trace, but we have found a way.” The man that spoke looked at a man behind the desk, sitting in a high leather chair. 

				“Omega’s funding has always been very hard to trace. What way have you found? Have you actually traced the source of the funds?” The man behind the desk looked up whilst he respon-ded. 

				“The funds came from a dark pool. We found that both the no-minee company of Omega and the investors are trading on this dark pool. The problem has been that dark pools don’t disclose details of who are trading on them. Trading is anonymous. Dark pools are dark, they are not transparent at all.”

				The man behind the desk took off his reading glasses and put them on the table and thought for a moment. “Remind me how a dark pool works?”

				“Certainly, sir. They are private securities exchanges, normally set up by a bank or a stock exchange. The idea is that you can sell or buy very large numbers of securities - “block trades” they call them - without affecting the market price. If these transactions would be done on the normal stock exchange, there would need to be a search for buyers in the open, which would affect the pricing. If you are a big pension fund that wants to sell a very 
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				big chunk of securities, it doesn’t help if buyers know that you are looking to sell a lot. That is why dark pools are set up. One of the reasons at least. You can look for buyers anonymously. They wouldn’t know it is one and the same pension fund that is looking to offload a big chunk of securities.”

				The man behind the desk did not respond for some moments before he spoke. “So, do you know the identity of the investors?” 

				“We know which companies have made the investments. That was very difficult already. With your support, we have gained access to data that enabled us to identify these companies and where they traded.”

				“What can we do with that information?”

				The man standing cleared his throat. “We are a lot closer, sir.” 

				“But no Ultimate Beneficial Owner?”

				“Unfortunately, sir.”

				The man behind the desk tapped with two fingers on the desk whilst he was thinking. “Well done. We have never gotten this far with Ome-ga. We must now aim for the people behind these companies.”

				“Certainly, sir.” 

				“I just received a call from our Ministry of Finance. The CIA will be here to visit us. On Thursday.” The CEO of DLX Asia looked at his Head of Compliance, sitting opposite him. 

				“Did they say what the purpose of the visit is?”
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				“Information. They could not say what information.”

				“Probably not about Wednesday’s DLX closing numbers.” The Head of Compliance smiled briefly. 

				 “I expect they will want to dive in our dark pool. Knowing the CIA it is probably a deep dive.

				“With torches.” 

				“We must be prepared. The Ministry said their conversation with the CIA was such that they recommended cooperation. Strongly recommended cooperation.”

				“Are they threatening us? Do you think our license could be at stake?”

				“I don’t know. You tell me. You are the Compliance guy.”

				“If it’s the CIA asking, I expect they will want UBO informati-on.”

				“Do you have it?”

				The Head of Compliance thought for a moment. “Generally, yes. But as you know, some of the big traders cherish their privacy.”

				The CEO stood up, walked to the window and looked outside. “Let’s be prepared for either obtaining information we should have, or terminating the relationship with these traders. We can’t afford having the government or CIA on our back.”

				“You are right, we cannot afford that.” The Head of Compliance was silent for a moment. “There is one thing to consider though. 
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				These traders probably have good reasons to cherish their privacy and will not like it either if their information is disclosed.”

				“I hear what you are saying. Let’s cross the bridge when we get there.”

				“We have identified six simultaneous investments in a shell company that acts as a funding vehicle of one of our prime targets. A terrorist organisation we suspect to have access to nuclear weapons.” The big American man looked around the table of the meeting room at the American embassy where the CEO and Head of Compliance of DLX Asia had gathered, along with a senior representative of the Ministry of Finance. “These investments were made by six investors that all traded anonymously on DLX Asia.” He paused for a moment. “Your dark pool has been used by what looks like a syndicate of financiers that has financed Omega. This is an issue that our Agency takes very seriously. We expect your country and your exchange to take this equally serious. Let me make one thing very clear. We are likely to impose sanctions that will have devasting effect on your country and your dark pool, if you will not fully cooperate in the way we are asking you to do. Do you understand that?”

				“Yes, we do understand that.” said the Ministry of Finance representative, immediately. The CEO and Head of Compliance nodded.

				“Good. What we want you to do, is to give us the information about the people behind the following companies that were making the investments on your dark pool.” He handed a piece of paper to the CEO, who had a quick look at it, then shoved it to the Head of Compliance, who looked at it as well.

				“What if we do not have that information?” asked the Head of Compliance.
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				“If you don’t have the information, you will have to get it. Very soon. It will be important not to arouse any suspicion. Any information gathering will need to look as much as possible as a routine matter.”

				“They are not going to send us any KYC information,” said the Head of Compliance. “They said they are very protective of their details and will move elsewhere if we insist. However, I have negotiated a solution. I told them it is a reality that financial institutions will need to have certain Know Your Customer information and that I understand their issue. I proposed to do an eyes only KYC check, already much more flexible than any other qualifying exchange would accept.”

				“And they accepted that?” said the CEO.

				“It took a while and some back-and-forths, but yes, they bought it. And more importantly, the CIA is also accepting it, as long as I will be able to tell them what they need to know. They will actually follow me.”

				“Follow you?”

				“Yes, follow me. I need to rent a plane as the UBO is located on a fairly remote island. I don’t know how they will follow, but I trust it will be invisible.”

				“That is very good news, well done.”

				 

				The Head of Compliance felt nervous as he looked out of a window of the small plane he had rented to fly the last stretch to the island, a flight of just over two hours. He had told his wife he had to go to a 
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				two day conference with a busy programme and potentially no good phone reception. 

				A sudden blast was the definitive end of phone reception, as well as of the dark pool. Neither the plane crash or the closure of the dark pool received much attention outside a small group of family and stakehol-ders.
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				Benchmarked. Bewitched. Betrayed.

				“Why has the net interest margin decreased in these branches?” Jean-Christophe asked his CFO and pointed at the spreadsheet showing the monthly results. “Their lending has increased and I don’t believe they have reduced the margins. 

				“I am sure there is an explanation,” Paolo said. This is really weird and not great in appraisal time. Why does the CEO of all people have to see this now?! “I’ll check immediately.”

				One week earlier, in the Dutch branch of the bank.

				“What is he complaining about?” Head of Private Banking Bernard asked Annemarie, a Senior Private Banker. 

				“He is saying that the Wibor on his Swiss loan was different from the Wibor on his Dutch loan.”

				“So what? Rates change. Is he serious?”

				“Yes, he was very serious. He mentioned he took both loans on the same date for the same interest period. The margin was diffe-rent of course, but he noticed the Wibor rate was different.”
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				Bernard looked at Annemarie for a moment, whilst thinking. “It should be the same if we fund on the same day for the same interest period, right?”

				“I would think so.”

				“I guess you need to look into it. There must be an explanation. Check the rates with Treasury and let me know, OK?”

				“Sure, I will.”

				Three days later

				“There is an issue, JC. It is one that is puzzling us like crazy, and there is no explanation so far,” Head of Treasury & Funding Sarah said.

				“What is the issue?” Jean-Christophe said.

				“The loans we have been funding on the same dates in different branches, have been funded at different Wibor rates. Not massively different, but still different. The strangest thing is that different parts of our business have been locking in Wibor rates for the same loans at different rates. This means they have been seeing different rates on their screens whilst looking at the same time.”

				Jean-Christophe looked hard at her. “What kind of a mon-key-sandwich story are you telling me?”

				“Monkey-sandwich story? What is that?”

				“Never mind. Some Dutch expression for cock and bull story. I heard it in the Dutch branch. I’m not joking by the way. We have actually tested it over the past few days and found out that the same Wibor rate appearing in different screens around the world, was different. We have taken videos, if you want to see it. We 

			

		

	
		
			[image: ]
		

		
			
				SWISS FRANCENSTEIN - Financial Horror Stories	145

			

		

		
			[image: ]
		

		
			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

		

		
			
				Benchmarked. Bewitched. Betrayed.

			

		

		
			
				have checked with Bloomberg obviously. They are being refer-red to as Gloomberg now, many complaints have come in from customers. Also Boomberg. A lot of customers also got better rates, ha ha. They have no explanation and basically deny that their terminals are showing different rates in different locations.”

				JC was not laughing. “This can be a disaster. If it is, it cannot be our fault, you hear me? It looks like Bloomberg. Are we the only bank having this issue?”

				“Fortunately not. I heard informally from friends in other banks that they are facing something similar. Nobody talks about it openly though. It’s a very sensitive topic.”

				“How on earth can a benchmark rate like Wibor be quoted diffe-rently at the same time in different screens? Is it only Bloomberg by the way?”

				“Good point. We also heard rumours that Reuters users have the same issue.”

				“So at least this is not just an issue that affects our bank.” JC walked to the window of his office and looked out. “We need to discuss the impact of this with Communications. We must prepare some messages and answer for the onslaught of questions and complaints that are coming.”

				“Of course. Be prepared for weird questions though. Between you and me, people are talking about Wibor being bewitched. They are calling it Witchbor.”

				JC turned from the window and looked at her briefly. “Are you reading this in the tabloids?” he asked in a condescending tone.
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				“Not at all,” said Sarah. “This comes from informal conversations with well-educated friends in senior finance positions. It really is bewitched, JC… What we are seeing here is impossible to ex-plain. How can the same rate be different on different screens.”

				JC turned away to look out the window again. “Whatever it is, we need to be prepared for it.”

				A week later

				“Wibor administrator unable to explain rate issues.” Financial Times broke the news on its cover page. The report covered the outcome of an investigation by the Financial Conduct Authority into the causes of the Wibor rate differences on different screens and media around the world.

				A flood of complaints from borrowers and financial market actors had already surfaced about the “World Interbank Offered Rate”. They complained that Wibor was higher for them than for others, and the FCA had established they were right. “The obvious requirement of a benchmark rate was to be uniform for everyone using it,” the FCA concluded. The administrator of Wibor had been unable to explain the different rates on different screens. It blamed the rate differences on what had to be “infrastructural IT issues”. “We can’t control how Wibor is reported throughout the world.” They showed evidence of the rates they had published. “We are not publishing different rates.”

				Certain tabloid media were a bit more blunt, not reporting too much about the cause of the differences. “Wibor: the 400 trillion dollar casino.” Or simply “Whybor?”. One tabloid invented a new verb in its “Millions Wiborted” headline that was widely picked-up afterwards.

				The cause of the different Wibor rates was never discovered. As other reference rates became dominant alternatives, Wibor was soon phased out globally, a massive global financial operation.
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				The Brokers from Buconero

				“Climate change will kill us,” Tim di Buco, the CEO and grandson of the founder of the world’s largest home insurance company - Buco Insurance Group (BIG) – said as he looked at his Executive Committee gathered in the board room. Their eyes moved from the slide on the big screen with some big numbers, to his grim face. “These claim and damage numbers are terrible. The forecasts are worse. Disastrous in fact. We are going to see more hurricanes, more glaciers melting, more rivers flooding and more damage to homes, much more than we can afford.” 

				He turned to the General Counsel sitting on his right. “Our lawyers have found ways to reduce our insured risk substantially, but we are still far too exposed to all kinds of indirect damages resulting from floods, heat waves and more. It will be impossible to increase the pre-miums by enough to balance the claims we foresee, and reinsurance is pretty much exhausted. Susan didn’t need much time to convince me that if our liabilities are going through the roof like this, we need our assets to go through the roof as well.” 

				“I like the succinct summary, Tim,” said Susan, Head of Asset & Liability Management. “Not one for the General Assembly Meeting though.”

				Tim paused and leaned with his hands on the boardroom table, seem-ingly studying the kind of wood, mildly polishing it with his right hand for a moment. He kept looking at the table as he continued. “Ladies and Gentlemen, my proposal… - he looked up and looked at each of his Exco members one by one – my requirement I should say, 
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				is that all of you are going to find ways to raise an absurd amount of extra capital to absorb the claims we know are coming. And I am not talking about some bond issue to raise a few billion. I’m talking at least fifty billion. It is an unprecedented amount, but we have no choice. If you all want to keep this company and your jobs alive, you will have to find ways to do this. And quickly. I’ll give you two weeks to come up with ideas.”

				Angelien had been Chief Investment Officer of BIG for just a year. She had been thinking hard about any possible ways to raise such an insanely large amount. A mammoth bond or equity capital issue? Bank lending? No, not enough, not good enough. Undoubtedly, less conven-tional methods had to be used. But which? Criminal stuff? Theft, Ponzi schemes?  She was reading The Economist whilst having her Saturday morning breakfast. Her eye was caught by an article in the “Technol-ogy Quarterly” section. A biotech company had launched the first “Clonesultancy”. Her eyes scanned through the article. The company claimed to deliver consultants that could replicate people with specific skills and experiences. The first thought that instinctively crossed her mind was…Bernie Madoff. He managed to attract over fifty billion dol-lar from investors around the world for his ponzi scheme. What if we hire a number of clonesultants that replicate his skills to pull in such amount from investors. She pushed away the thought of Ponzi schemes, but could not let go of the clonesultants idea. 

				“Let me introduce you to our clonesultants,” said the thirty-something year old spec-wearing nerd. Angelien followed him into a big room of their Silicon Valley offices. She gradually froze as her eyes saw around sixty men, standing up from their desks as they entered, exactly at the same time, in the same way. They all wore the same dark blue suit with a white shirt and Bordeaux red tie. Their hair was nearly black. These guys are identical… 
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				The nerd smiled. “I know what you are thinking. I know it is strange when you first see them, but you’ll get used to it. The best things about these clonesultants is that you can programme them to be anyone and do anything. If you just give us a name of a person you want them to replicate, we will find some of their DNA – some hair for example – and use it to programme our consultants to replicate this person. We can even use voice recordings to extract a DNA profile. That will be a much more expensive option though.”

				“I see. Can you replicate Bernard Madoff?” She said it before she realised it.

				“Yes,” he said instantly. “We can replicate anyone. In fact, famous people are easier. All of these guys will be clones of him, although they will keep looking the way they look right now.” He turned to the clonesultants. “Guys, can you tell me if you can replicate Bernie Madoff?”

				“Yes, Vlad, we certainly can,” they said in chorus. “This is what we could sound like, but we can also just assume Bernie’s traits and skills, without his voice.” they continued in another voice.

				Angelien’s mouth fell slightly open as she watched the small army of clonesultants change their voice and say the exact thing at the same time and in the same voice. “That was Madoff’s voice, right?”

				“Yes,” said the nerd. “The voice is the easiest part to replicate. His traits, talents and experience is much more complex, and less vis-ible. You probably don’t want them to sound or look like Madoff anyway, right?” He chuckled.
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				Angelien smiled. “Got it. How would I know that we actually get Madoff if they don’t look or sound like him?”

				“If you want I can programme Tess here to be you for a week. We do demos to show this works.” He clapped his hands. “Tess, can you come, please?” A blond woman came in, wearing a business skirt and jacket, medium high heels and a pearl necklace. 

				“Nah,” Angelien said and chuckled . “I can’t expose my husband to a prettier version of myself for a week. He might keep her, or switch off my bad traits.”

				Two weeks later

				“I would like to present an unconventional campaign that should have the potential to generate the funds we need,” said Angelien. “Perhaps controversial in some ways, but, we believe effective.”

				“I’m listening,” said Tim.

				“We are going to launch a series of ESG funds that are going to build an irresistible track record. The irresistible part will come from consistently high returns that will be generated by inflows of new money. The new money will keep coming in because of the consistent returns.”

				“A Ponzi-scheme you mean?”

				Angelien cleared her throat. “That would be one way of referring to it. I consider it a “return ensuring mechanism”. The inflows will be ensured by close to one hundred consultants – and here it comes – these consultants are replicas of Bernard Madoff.”

				“Replicas of Bernie Madoff?” Tim asked. “What do you mean?”
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				“Yes, replicas of Bernard Madoff. We are not proposing your clas-sic consultants, with an education, ambition and experience. No, these will be clonesultants. They are human beings cloned by a leading biotech company. Listen to this. This company I found, is capable of cloning any person you want, in whatever number you want. We would order about one hundred of them and get them to use Bernie’s fundraising talent and experience to get investors to invest in our ESG funds. Imagine, the man single-handedly managed to amass over fifty billion. Guess what happens if you have a hundred clonesultants around the planet to entice inves-tors to invest in our ESG funds.”

				“How will you get one hundred consultants to be doing that work around the world, within weeks?”

				“We will hire these clonesultants to act as brokers for this global ESG project in our various distribution channels. They will be dedicated sales people that will sell the funds to existing and new investment management clients. They will not look like Madoff but they are otherwise replicas.” She opened up her laptop and placed it in front of Tim. “Before I go on, you have to see this video the company took of my visit. I wasn’t aware they did that, because they wanted to capture the surprise effect it had on my. If you see what I’m telling you, it is much more powerful.” She played the video.

				“Wow, that is incredible,” Tim said after the video ended. “Tell me more.”

				“The campaign will be put on the global map by Bob Geldof, you know, the guy behind Band Aid. Do you recall the song “Do they know it’s Christmas” he produced? The one that was sung in turns by the most famous pop singers to support famine in Africa?”
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				Tim thought for a moment. “Yes, I think so.”

				“He said he would be ready, willing and able to do that again, and to the same tune, but the lyrics will now be about climate change. The song’s title will be “Do you know the time has come?” Ange-lien started singing the part of the song with the title in it.

				“Yeah, I remember now,” said Tim. “So you would launch a glob-al ESG investment campaign, promoted by pop stars that should appeal investors and everyone out there to invest in ESG funds to save the planet.”

				“That’s right.” Angelien looked at him, visibly keen to see a response.

				“But how are we going to pay the insurance claims? Fund man-agement business can be profitable but we can’t have the payment of claims as investment purpose? How would that make the investors money?”

				Angelien looked around and lowered her voice. “Madoff got away without good explanation about his investments for over twenty five years, just by presenting consistently high returns on investment. Investors are blinded by return, Tim. Nobody asks difficult questions if returns are good. Even better if the cause is good as well! We will use the funds to pay out the insurance claims, so we are in fact investing in climate change – in a way at least. We are investing to repair the giant damages caused by it. But the return will mostly come from the new money flowing in. This is where we have to trust the clonesultants and show con-sistently high returns on investment. If we do that with help of the cloenesultants, we will keep seeing new investors coming in. And it is a credible story, right? There is so much to be done in ESG investing. Nobody will be surprised about consistently high 
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				returns. Besides, would people blame us if we run a Ponzi-scheme if it is for a good cause and only works if it is a Ponzi scheme? To be frank, I didn’t sleep well for a few nights pondering if we should be doing this, but now I do. In the bigger scheme of things I believe it is justified.”

				Tim was silent for a bit. “This can fly. I like the out of the box nature of it. Bob Geldof, clonesultants, ha ha!” He thought some more. “We will need a credible management company. We will make my personal holding company – Buconero Ltd - a subcon-tractor of the main fund management company.”

				Three months later

				Madison Square Garden was packed for one of the biggest Super Bowl championships organised. The BIG logo was everywhere and so was its ESG launch themed “Do you know the time has come?” The group of pop stars performed the song by that title during the break, the most expensive advertisement time in US history. 

				Angelien had arranged for them not just to perform for free, but also to jointly pay for this advertisement. A clever marketing campaign made dual use of the song title, emphasising both the time to save the planet as the time to invest in the ESG funds. The army of Madoff clonesultants had worked hard to manage investor expectation about the practically certain investment returns. It was unfortunate that the funds could not yet show any investment track record but in spite of that they managed to generate a wave of great publicity. The com-bination of a good cause, top pop singers and an almost suspicious financial benefit worked out as planned. Under the sounds of voices of the world’s most famous singers and video images of what the invested capital would mean to the environment, a record amount of capital was invested, just during the Super Bowl. It continued record to be breaking for a long time. 
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				The clonesultants were particularly effective attracting investors over the years that followed, as Tim was effective to pay insurance claims from the funds invested. And to live a very good life from funds si-phoned off by his Buconero company, booked as transaction costs and non-existent reinsurance premiums. No funds would escape from this company, after all it meant “black hole” in Italian’. 
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				Silence of the Scams

				“Have a look at this, Rick, bad press. Do you want me to do something about it?” 

				Rick opened the video that was attached to the WhatsApp message of Roger Able just as he was about to leave the offices of the Better Planet Foundation he had set up. Roger was one of the founding partners of the law firm he always used for media related matters - Bill & Able. He rarely misses an opportunity to defend my interest. Not always necessary, but if it is, his fees are usually worth it. 

				The video was a documentary about the Better Planet Foundation of some foreign channel – clearly a sensationalist one, judging the dramat-ic voice and the title “Better Planet for Whom?” It began with the news that the 250th billionaire had just committed to invest most of his wealth in the Better Planet Foundation. Rick sat down again as he no-ticed the documentary focused on a dark side of the foundation. This is not about the amazing work the foundation has done to improve lives in poor areas around the world, fostering education, providing health care and doing much more. 

				The docu zoomed in on the tech entrepreneurs, oligarchs, movie stars and other rich and often famous people that had signed up to the commitment to donate their wealth. A parade of glitter and glamour was shown. Are these private jets, expensive cars and parties shown actually theirs or just from the internet? The commentator soon asked the rhetoric question if they were not just committing to the philan-thropist image of being a do-gooder. Jealousy, nothing special. Roger 
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				may just be keen to bill some hours. The focus turned to tax benefits of charitable investments. Not great publicity, but better not respond to. It will blow over. “Tax is a touchy topic” as his tax counsel always said. It won’t attract much attention. 

				But hang on, what is this? The docu suggested the billionaires were not actually investing much in the foundation. Hollow commitments that were not realised. They were compared to countries committing to victims of disasters but never paid eventually. F…, what are they con-cluding? He watched on. Thank god, the end of the docu... Rick typed a message back to Roger. “No need, Roger, legal attention may just draw more attention.”

				Rick was just walking out of the office of his foundation when his pho-ne rang. A security officer at the reception watched him as he stopped to take the call, dressed casually in his usual grey trousers and a wool jumper. Rick’s thirty year old glasses were the same ones he had worn ever since he founded a software company at university, some thirty five years earlier. The enormous growth it had gone through made him one of the wealthiest persons on the planet, but they had not affected his sober taste in clothes and worldly goods. He still drove a relatively inconspicuous Lincoln Town Car. He knew people considered him a nerd, and he didn’t care. In fact, it had probably helped his perception of being trustworthy, attracting investments in his “ESG” and charita-ble purposes. He had noticed how his humble appearance had played a role to build his new venture of becoming the leading global ‘do-gooder’, ensuring the ultra-wealthy of the planet had committed most of their wealth to his foundation. 

				Rick saw the call was from Zhannat, founder and CEO of the world’s largest uranium producer. He was to become his 250th billionaire to commit his wealth. Unlike the docu suggested he was not yet commit-ted, but Zhannat had already broken the news that he was, with much fanfare. One of the more annoying donors, although he doesn’t deserve 
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				that title yet. In one of the first conversations they had, Zhannat had indicated in no uncertain terms that he expected to benefit from the publicity and other ‘membership benefits’ the ultimate do-gooders club would bring him. An annoying selfish guy who joins for all the wrong reasons, but you can’t be too picky if you want to help the planet… 

				He had found out over time that many of the billionaires that had pledged their wealth to his foundation, were mostly interested in being seen to sponsor worthy causes instead of actually sponsoring them and paying up. Being on photos when opening water treatment facilities in countries without clean water and opening schools instead of deserv-ing to be on those photos after having contributed. It had annoyed him beyond belief, but he could not always do much against their often lame excuses to pay later, when “some project or sale is realised,” or “dividends are paid out” that invariably were not when he asked. From conversations with some of the billionaires, he had come to realise that his foundation was a good and politically correct vehicle to obtain lu-crative contracts or even ‘low-cost’ labour. As much as he did not like that initially, he had started using these arguments casually in conver-sations with prospective billionaires to pull them in. “It isn’t much dif-ferent from being a pop star,” he had told himself time and time again after another photo shoot in front of a new school in a poor country next to a billionaire that had not paid anything yet, “you hate the press from taking part of your private life, but you need them at the same time for business and marketing.” They usually paid something later but far from what the publicity and his expectations suggested. 

				This docu was frustratingly correct actually, also about the tax treat-ment of their capital contributions, an issue that was becoming very sensitive in the media. Rick had come to realise he had to play that game as well, by facilitating ‘tax-optimisation’ of ‘charitable contribu-tions’ to be successful as a do-gooder and help the world. Often before the contribution was actually made, if made at all. You can’t do all good, all the time. There is a price to be paid, compromise to be made. You have 
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				to talk their talk, walk their walk. It happens in every business. He had already had his share of being sucked into the dirtier side of charity.

				“Hello Zhannat, how are you doing?” Rick stayed inside the recep-tion area to make the call, walking back and forth for a few minutes whilst talking with Zhannat. His tone was unusually buoyant, service minded. “Ha ha, yes, our investments are ESG compliant. The E for Elimination of your competitors, the S for Slavery of your workforce and the G for Geo-political assistance to make your business flourish. Your billions will be well-spent, don’t worry.” He listened to Zhannat for a moment. “And yes, ha ha, tax free of course. We are a charity after all!” The conversation went on for a few more minutes before he hung up and walked out to his Lincoln Town Car. The security guard wished him a good evening, but Rick was did not hear it. What a scumbag. I should probably set tougher entry conditions for new joiners. A very considerable down-payment perhaps. It may keep out scumbags. They should put their money where their mouths are.

				Two days later

				“Rick, have you seen the Wall Street Journal?” It was Roger.

				“No, I haven’t. What’s the issue?”	

				“This is the worst news you can imagine. I’m not joking. A few alleged quotes of yours have been published from recordings anonymously delivered to the Wall Street Journal.”

				“Quotes? Recordings?”

				“Yes. It isn’t pretty, Rick. You are quoted as referring to alterna-tive definitions of ESG: Elimination, Slavery and Geo-politics.”

				Oh MY GOD!!.... Rick started to get a panic attack. Did the security guard record his call with Zhannat? Or Zhannat? But he 
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				wouldn’t. Why would he? This is terrible!!.... I didn’t even mean it!... I was just joking. “What are they writing?”

				“They suspect fraud. You may see the police any moment, Rick! This is very serious! I guess you will see law suits, investors pul-ling out and...”

				“I can’t believe this. I was joking about the abbreviation of ESG with an incoming participant, Roger. This is been taken com-pletely out of context! I have to fix this misunderstanding. I will contact a communications expert. And please get me a criminal defence lawyer, Roger!”

				It was the end of the foundation. The media around the world was all over the news that the biggest charity was a disguised billionaires scam dressed as a charity. One by one, the billionaires pulled out, showing public “disappointment,” “lack of awareness” about the supposed other purposes served by the foundation. None of them were admitting to any such purposes, emphasising the charitable nature of their contri-butions. They all wanted their donations back, even the funds that had already been spent on charity… Countless charitable purposes would no longer receive the funds that were sitting in the foundation’s account. They were paid back to billionaires, not to the poor. Rick ended bankrupt. All because of an unfortunate comment to attract more funds. It was horrible. Horrendous. Horrific.
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				The Account of Banca Monte-Cristo

				“Congratulations, Massimo” said Massimiliano Mon-te-Cristo, pater familias of one of the oldest patrician families and banking dynasties of Italy. “Religion has been facing a difficult period and our bank has felt it, but I trust you will honour the family reputation of being a trustworthy financier of the religious communities around Europe.” The contrast between the white haired man in his seventies and the sharp dressed black haired young man in his late thirties was stark. Change was clearly in the air.

				“Naturalmente,” Massimo said in a respectful but unconvincing voice.

				The handover of the CEO role of the oldest banking dynasty of Italy was a private and low profile affair. Banca Monte-Cristo was one of the very few wholly family owned banks around that had a material business. Incorporated in the small island-state of Monte-Cristo, off the Tuscan coast, with its own laws and government, its roots dated back to 1472. The Monte-Cristo family dated back even further. The family had never grown very big, unlike the bank. There had been few power struggles in the family, perhaps because of its small size, or because of its traditionally benign and religious nature. The handover of power by Massimiliano Monte-Cristo to his oldest son, Massimo Monte-Cristo, was natural, undisputed. It received little attention outside Italy. Only the Financial Times included an article about the transfer of power in its Weekend edition. After all, it was not just the oldest bank in Italy, it was the oldest bank in the world, and the largest 
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				financier of religious communities as well, with total assets of over 130 billion euro including loans, churches and religious treasures. 

				Massimo stood up after his father finished his speech. The governing council of the bank was coming to an end, the end of an era in fact, but not before the new CEO has spoken. Massimo’s title was not in fact CEO but Amministratore Delegato. “The bank owes you a lot, padre, you have continued a rich heritage of religious financing and built it out with great passion and talent.” The compliments continued for another while, to pay respect to the man that had governed the bank for over forty years. But Massimo’s thoughts and ambitions were elsewhere. It was time for change. The bank was in the danger zone. 

				The religious customer base was shrinking and returns on the rather conservative investments made by the bank were going down. The time of global Peter’s Pence religious tax collections wasn’t going to cut it going forward.

				Massimo Monte-Cristo had been a keen student at Bocconi, having graduated with a Master of Science in Global Finance degree. His studies had gradually made it clear to him that Banca Monte-Cristo had – unsurprisingly - been run in a rather old fashioned way. Innova-tion had never been in its DNA. As much as he respected his father, he had been another traditionalist. He, Massimo Monte-Cristo, would blow a wind of change. He would blow some fresh air into religious financing. He flew to New York, London, Singapore, Dubai, met with the leading investment banks, rubbed shoulders with finance tycoons, felt the energy. 

				The one type of financial products that kept intriguing him, was deri-vatives, particularly structured derivatives. Buying actual assets – ra-ther boring and low yielding assets - as Banca Monte-Cristo had been doing for centuries, felt primitive, medieval in fact. Structured deriva-tives were the haute couture of finance, they could mimic the value and 
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				risk of any type of assets, slice risks to those that you actually want, create assets actually desired. They were little more than contracts to pay or receive amounts that depended on the value of specified assets. It could be anything, as flexible as it gets! And the most beautiful of it all: he would not have to sell off the portfolio of Banca Monte-Cristo. He could simply invest new funds into structured derivatives and sell interests in the bank’s assets without selling the actual assets. 

				It did not take long before he got started. It was his way of reversing the decline of Banca Monte-Cristo. He, Massimo Monte-Cristo, was going to turn the tide and show the way up. He mentioned his new strategy to some – mostly younger - family members that had shown concern about the future of the bank and who he knew to be more modern and less risk-averse. Nonetheless he did not provide too much detail on his investments.

				Two months later

				“Gianni, what are you saying? Half a million margin?!” Massimo was nearly shouting at his key derivatives trader in London. He trusted Gianni – he was also Italian and also a graduate of Bocconi. He had worked with a few major investment banks, climbing the ladder to be-come Managing Director. They had spent a few fun nights in London. What happens in London, stays in London, Gianni had joked before expensing the nearly six digit claim of friendship and generosity. 

				“I am sorry, Massimo, remember that derivatives are not without risk or loss. Their value fluctuates and we must take collateral for the risk that can move to our detriment. Remember I told you all banks require margin as security for the value if it turns negative, if you would make a loss by unwinding the derivatives position.”

				“I know, Gianni, I’m not stupid, but half a million, is it that much?”
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				“I know it’s a lot, but they can be powerful instruments with a lot of leverage. Mark to market valuation works both ways by the way. You may also benefit from it.”

				“Va bene, I guess you’re right.” Massimo thought for a moment. “The issue I have is that my bank has always been really conser-vative. I can’t be seen as risking too much. I’m sure this loss will go away generously, but is there a way to keep it under the radar for a bit? We don’t have many controls in the bank, but if I start booking losses now…”

				“They are not losses, Massimo, it is only security.”

				“I know, I know, but go explain that to my father when I transfer half a million to another bank in connection with derivatives. With today’s valuations that buys you a medieval church buil-ding!”

				“Capito, got it. Listen, let me see what I can do. I may be able to open an account for you to book the negative value for some time. Until the deals become profitable and it will all go away. It won’t be a credit facility though, I’m sure you’ll understand.”

				“Va bene, grazie Gianni, much appreciated, it would help me a lot. And you as well of course, ha ha.” 

				One day later

				“Ha ha, that is funny, Gianni, account 666. These margin calls are devilish. Losses are devilish, so quite appropriate, ha ha. Do remember my business is religion, capito? No losses, no margin, we are the good guys.” 

				“Ha ha,” Gianni laughed a bit nervously. “I hope the market will favour the good guys. I would be rich.” 
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				“How much negative value have you accounted for in the ac-count now?”

				Gianni was silent for a moment. “I’m not sure. Something you can digest well, I’m sure.”

				“Can you look it please. I need to keep an eye on it.”

				“Of course, I’ll get back on it.”

				“No, please have a look now.”

				“OK, va bene.” He typed a bit and cleared his throat. “It is twenty one million and a bit at the moment.”

				“What?!! Twenty one million? Is that serious? How can it beco-me so much bigger?”

				“It is leverage, Massimo. Don’t worry too much about it. It is common in the world of derivatives to see bigger swings in value. You are not the only customer who needs to get used to it.” He started laughing. “This is not a Peter Pence’s cashflow.”

				“You have to sell me a product that goes up, Gianni,” Massimo said after a brief laugh. “Remember, I’m a good guy.” 

				Massimo leaned back in the chair that had been used by CEO for as long as he knew. Account 666. It sure behaves like a devil at the mo-ment. As he thought about correcting the negative value in his hidden account, he looked through the large room with old Italian furniture and art on the walls, located in a corner on the first floor of Palazzo Monte-Cristo. A red sky behind the window on the far side caught his eye. What is that red sky? It is not sunset time yet? I have never seen a sunset like this anyway. He walked to the window. What on earth is 
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				that?! The sky over Monte-Cristo had turned red like a very intense sunset, but not the romantic kind. Strange waves of even more red light were dancing around the sky, similar to Northern Light. He kept wat-ching it for some minutes, then called his wife and some other family. It does not feel good. Account 666, losses, a bloody red sky with dangerous looking lights moving fast. What is going on here?! They caught up out-side to watch further. They watched in awe.

				Massimo kept trading in structured derivatives over the next weeks, under ever continuing red lights dancing through the skies. His fame was rising as the trades and volumes he generated were increasingly large, attracting attention that Massimo both liked and disliked. He liked that his profile was rising across the world of finance in Italy but also internationally. Magazines and finance awards put him on the cover, much to his satisfaction. He disliked the negative attention, of him ‘gambling with religious treasures’, ‘benefiting from usury’. Most painfully his father did not approve at all of his use of derivatives and would not speak with him since.

				What none of them knew, was that Massimo had been frantically playing double or quits, with negative value building up almost expo-nentially in Account 666, secured by an ever increasing portfolio of religious treasures…. As his pride grew, so did his stress levels. The calls from Gianni for additional security over church buildings, religious artifacts and other assets became daily. One night Massimo woke up bathing in sweat, thinking of reintroducing the sale of letters of indul-gence as had been commonly sold to the faithful in the past.

				One day the dreaded call came, towards close of business. It was a senior executive from Gianni’s bank. “Mr Monte Cristo, I am afraid we can no longer continue to facilitate your positions, not even if you provide further margin or other security. We will need to close them out. This means that will either need to receive payment from your 
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				bank of the negative value of the derivatives, or we will sell the assets you have secured to our bank.” 

				Massimo Monte-Cristo had been expecting the call for a long time. Literally betting he would prevent it from happening. To become the best financial sponsor of religion of all time. Pleasing not just the countless religious communities that were depending on his bank – on him in fact. More importantly, pleasing his father. Instead his gamble with people’s beliefs had backfired, pledging religious assets and treasures as security for his financial obligations to the Gianni’s bank. 

				The newspapers and channels worldwide broke the news with his pho-to on every cover the next day, as the largest fire sale of religious assets ever conducted swept across Europe. 

				“God’s Banker bankrupts God.”

				“Devil triggers fire sale of God’s assets.”

				“Oldest bank collapses under Devilish derivatives.”

				“Massimo Monte-Cristo’s Derivatives Downfall.”

				Massimo Monte-Cristo had fled Monte-Cristo to Rome, disguised with hat and sunglasses. He was found the next morning, hung up under the seven meter high Ponte Sant’Angelo that connects Rome to Vatican City – 1890 years after emperor Hadrian had constructed it. But not for that purpose. 
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				Hedgecraft

				“Take it to JJ,” said Ellis Douglas to Chris, one of the ne-wly hired senior associates of his hedge fund, Baysho-re Capital. “I want you to discuss it face to face, got it? His offices are next to the Serpentine Stephen Waterfall in Hyde Park, behind the Royal Thames Yacht Club. Go in at Albert Gate.”

				“A law firm in Hyde Park?” said Chris. 

				“Yes, it’s a boutique law firm in an unusual location. He menti-oned it had cost him a fortune, but he is loaded. JJ is a bit funny and he loves nature, that why he built his firm a cottage inside the park. He can’t stand offices in the City, not even in the streets of Mayfair. He needs windows that can open to let his mind fly out, ha ha.”

				“Weird.” said Chris. “Why do I need to go there to discuss the contract? Doesn’t he have wifi in the Park? I can order a pigeon to deliver.”

				“Listen smartass, just do it, OK? We take all of our important hedging arrangements to JJ for a reason. His firm is by far the most expensive, and magic circle in every respect. Ask me why.”

				“Why is it magic circle in every respect, Ellis?” Chris said in a teasing voice. 

				“That is – Chris – because none of the derivative contracts and hedging arrangements JJ advised on, has ever had a negative market-to-market value on termination. We always made money on them and this is what everyone says. It is a public secret. In 
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				spite of market conditions that would have made it inevitable to incur a loss. Somehow the trade confirmations always seemed to have the right terms in them. I had a look at a few of those trade confirmations upon termination of the trades and thought we had agreed a different trade at the outset, but even our back-offi-ce had those terms on record.”

				“Lucky?”

				“Shut up and go.”

				Chris looked up J&J on the internet before he was going over to the firm, a few blocks away from their Mayfair address. “A boutique law firm founded by James John, consistently ranking higher than the existing ‘magic circle’ firms,” according to a site. “Go-to firm for hedge funds.” according to another. Not clear why it is called J&J instead of JJ if he is the only founding partner. Sounds better perhaps. He looked at a photo of James John. He looks a bit eerie with that white hair. A bit too long. According to his LinkedIn profile he had been with magic circle firms for much of his working life, until he went on a sabbatical before he came back and set up his own law firm. One article on a website for lawyers caught his eye, entitled the “Hedgemaster”. It highlighted how JJ was drawing in the City’s top derivatives lawyers. They were taking home most of all law firms in the City due to the ‘eat what you kill’ earning model for partners, combined with staggering rates. It mentio-ned his clients had never lost money… That’s what Ellis said as well… 

				Chris had an appointment with JJ himself at 2PM, arranged by Ellis, who was one of JJ’s first clients. He arrived at the cottage about five minutes early and stopped for a minute before going in. It was a black and white type of cottage, as there were a few of around London. He watched a black bird land outside the window of a big room. What is that, is the bird going inside? Ha ha, he laughed and looked around the cottage, scanning the lawns, trees and the Serpentine Stephen 
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				Waterfall. Indeed about as close to nature as it gets. So different from just outside the park. And not a small place. This one has to be new. It doesn’t show though. He walked in and was soon escorted to JJ’s offices. Not a meeting room. Must be part of the personal touch. The magic part of magic circle?

				He is small! JJ walked from behind his desk and welcomed him. Very small actually. A bit of a garden gnome, without the red hat. Hang on, is that a stuffed raven on his desk? Or the one that seemed to go inside?

				“It is a pleasure to meet you, Chris. I heard good things about you.”

				“Thank you, I am pleased to hear.” Did Ellis tell him that? He has not told me directly…

				“Let us sit down.” JJ directed Chris to a chair next to a coffee table and sat down himself at a chair on the other side. “Ellis asked me to familiarise you with this key hedging arrangement. But also with the approach we take more generally when it comes to hedging, as we will be working more often together. And he wanted me to meet you, Chris.”

				“I’m all ear,” said Chris. He looked around the room. The win-dow was open. The furniture was college style. A framed college photo with a group of students hung on the wall.

				JJ noticed. “Trinity, Cambridge.” I read law there. Moved on to the usual Magic circle firms, except for two years across the pond. New York. Same story, even more hours. At some point I was fed up with it.” He looked at Chris from above reading glasses that were resting on a nose that looked like it had been in too many memos and loopholes.
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				“So what happened?” said Chris as he looked at some of the artifacts on the coffee table in front of him.”

				“I took a sabbatical and travelled Africa.” He followed Chris’ look at the artifacts. “You know what those are?”

				“No.”

				“These are voodoo artifacts from different African cultures. I have been travelling around and training on their spiritual hea-ling and also harming practises. And you know what? I have been applying some of these practises in my financial legal advisory practise.”

				“Excuse me?” said Chris.

				JJ gave him a faint smile. “The usual reaction. Let me say this. Hedging to cover risks is like healing. You heal a contract from the downside effects that it may be experiencing.”

				“I see,” said Chris. What the f... is this guy telling me? 

				“I understand you are sceptical. What if I tell you none of the contracts I have advised on or reviewed has ever had a negative market-to-market value?”

				“I heard that. I find it hard to believe to be honest. Even if it is true, do you believe it is the result of this voodoo?”

				“Spiritual practises. Yes, I do. In fact I don’t just believe it. I know it.” He stared in front of him for a moment. Anyway, you did not come here to be converted. You did bring the contract instead?

				“I did.”
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				“Good,” said JJ. “Can you give it to me please? It is important that this is a print physically held by my client. I will review it briefly in the room next door and then bring it back to you.”

				“OK. Sure. Whatever.” Chris took the printed contract out of his briefcase and gave it to JJ.

				JJ walked to the other side of the room behind his desk and opened a door. A dark green room was half visible. “Give me a few minutes.” He closed the door.

				What is that review is he doing in there? He looked at the door. It has a keyhole. He quietly walked over and bent down. Great, I can actually see him. JJ was bent over a table where the contract was presumably lying. He could see half of JJ, a few meters into the room, mostly from the back but enough from the side to see what he was doing with his right hand. He murmured something that was audible, but had an awkward sound to it, another kind of language. He then picked up the contract – with his left hand. What is that in his right hand. An African toothpick or something? He seemed to touch the contract with it, in the top part, although it was just out of sight. Time to head back. I’ll see it in a moment. Was he performing some ritual?

				He sat just in time before the door opened and JJ came out. 

				“Here,” JJ said whilst handing him the contract. “You can tell Ellis you are fully hedged now. Your counterparty will feel it,” he said with a smile. “It was good meeting you, Chris. See you next time.”

				“Thank you, JJ, very nice to meet you,” Chris said, whilst shaking his hand and walking out. JJ closed the door. 
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				His personal assistant greeted Chris as he passed by and quickly walked to JJ’s office and opened the door again. “JJ, I have a call from Rupert…” She looked at his empty desk. No raven. Right, the bird has flown again.

				As Chris walked out, he looked over his shoulder to JJ’s office, on the first floor, the window was open. Strange guy, JJ, but interesting. He walked on towards the Albert Gate exit, then stopped for a moment and took the contract out of his briefcase. His eyes scanned the top part of the first page. Just as I thought. Miniscule piercings. One in each word of the legal name of the counterparty. Amazing.

				Just before he put the contract back in his briefcase, a black raven flew over, startling him with a loud “Kraa” sound, followed by a dropping that landed on the contract. On the name of the counterparty.
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				The Dark Web Spider

				It had not been a great step for the ‘Queen of Adult Enter-tainment’ Sheila was. She already had the names and pay-ment details of countless men – they were mostly men, alt-hough not exclusively. More importantly, she knew what they ordered and viewed. What they ordered and viewed was invariably not meant for public consumption, particularly not in combination with their identity and payment information, often credit cards but also Bitcoin. Sheila was looking to expand her business model and the “Golden Triangle” of identity, payment information and secret preferences had been appealing for a long time. She knew there was value in there, ready to be unlocked. Data was the new gold and the dark web had to be the mine to mine it, as well as the market in which to market it. 

				Six months later

				Sheila smiled. She was still the ‘Queen of Adult Entertainment’, but she had grown her business substantially. Her fishing nets were already filled with data. Her business model was expanding. Many of her customers were no longer just paying her for entertainment, but also for ‘privacy’. Privacy of being more certain their details would not find their way to the ‘value trigger’ as Sheila lovingly referred to it: those that should not be aware of their preferences, their ‘shopping’, their browsing histories. These consisted mostly of wives, employers and – the turbo trigger - the public. Her ‘privacy product’ had become the most wanted product. She wasn’t selling it on her website of course. She had found a way to offer it anonymously, from the dark web. She normally approached her clients by way of an untraceable email in which sensitive details from the Golden Triangle were disclosed. The email contained an offer to keep these details private. The offer was 
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				payable in Bitcoin, with some easy instructions on how to make the payment discretely. The “privacy products” were in most cases decently priced, usually around double the subscription rates she had already earned from the adult entertainment service. Making the rates too ex-tortionate would increase the risk that she would lose the clients in her entertainment business and they would move elsewhere. They usually accepted some risk of losing data to hackers and were loyal to her, as long as it was not getting too expensive. She smiled at the thought of just “cross-selling.” 

				One year later

				Sheila’s Bitcoin balance had skyrocketed thanks to great sales of the privacy products, it was great. But the balance was hard to convert into normal money without raising suspicion. She decided to keep the balance and see if she could use it rather than converting it into nor-mal money. She did not have any immediate financial needs anyway that required the amount of funds and Bitcoin had been doing well in value. 

				Sheila’s business oriented mind soon found a way to put the Bitcoin balance to work. Her venture into the dark web had made it quite clear the underground web was a profitable place to be. Of course, the lack of rules, anonymity: you could do anything, sell anything to anybody. But the underground world needed money as well. Money that was still largely originated from the “upper world.” Investment returns and sales proceeds paid in Bitcoin were gaining traction, but were probably not very significant overall. 

				What if that would change? What if she would become a Bitcoin banker. The Bitcoin Banker. What if she would fund the dark web ventures with her excess Bitcoin balance? With other dark web investors as well perhaps? 

				It did not take long for her to set up Bitcoin feeder funds. Not the kind that were classic investment companies or funds, that were traded on 
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				stock exchanges, oh no. They were little more than parts of Sheila’s own Bitcoin balance, allocated by Sheila into sub-accounts for different purposes. She had started off with one feeder fund that was closest to her heart and experience, being aimed at funding adult entertainment on the dark web. She soon ventured into other feeder funds covering drugs finance, weapons finance, illegal activities finance, sanctioned activities finance and more. She made a point of being an even more reliable investment manager, especially because her investors would not rely on legal comfort or a trusted relationship with someone you know the identity of. Being trusted and staying trusted on the dark web required reliable performance more than anything. The returns on her Bitcoin investments were mostly good or very good. 

				One year and four months later

				Sourcing borrowers on the dark web was an entirely different relati-onship management activity. The funds became known through chat comments left there by Sheila herself. She posted as a perceived happy customer. Soon, she was offering loans to ‘dark web entrepreneurs’ against collateral that was different from your typical collateral. No mortgage on the entrepreneur’s home, no pledge or other security over his car, none of that would work of course. Two other types of secu-rity could work relatively effectively in an anonymous market, Sheila thought. One was a requirement Sheila imposed on her borrowers: they would need to route their own Bitcoin sales proceeds through Sheila, who would normally get repaid from them. The other type of security was a piece of sensitive personal information about the entrepreneur that the entrepreneur would not like to see going public. Sheila was expecting these two forms of security to give her have a certain control over the behaviour of her borrowers.

				Two years later

				Sheila was right. Her business model worked. Her investments and fi-nancing of dark web entrepreneurs made her grow her Bitcoin balance even more. Interest rates she charged were very high and she got away 
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				with them. The dark web was a profitable place. No wonder, illegal stuff sells. The total amount of turnover had reached more than a billion US dollar equivalent in Bitcoin meanwhile. Just over a year into the venture. Drugs, weapons, adult entertainment, sanctioned people and companies. 

				She knew she needed more capital to grow even bigger to meet their financial needs, much more. But the dark web was not exactly the place where one would raise capital from investors after publishing a prospectus with all relevant information in it they would care about to make the investment. Dark web investors would have to care less. As long as the investments pay off. She would need to have an alter ego, one that could be used to build trust. Even dark web investors would need to build trust. She decided she would call herself the “Dark Web Spider.” It sounded like a name that would have the connotation of someone who is a spider in the web, knows it all, manoeuvres around well, in short, can be trusted – insofar as anyone could be trusted on the dark web.

				Less than three years later

				The name had become a self-fulfilling prophecy. If she wasn’t already a dark web spider, she had become one now. Although there were no statistics or rankings – something that frustrated her at times like this - she knew she had to be the largest Bitcoin banker on the dark web. Without anyone realising it, without any tombstones for deals won, without being on the cover of Forbes, Fortune or the Banker. She, and nobody else, determined which illegal products and activities were financed, which illegal desires would be financially supported. Not that she would know more about the persons behind them than what limited details of identity and sometimes money flows she received, but still. 

				Her clandestine banking operation on the dark web had grown larger than life due to her funding operation. By her name of Dark Web Spider, she had become capable of attracting an almost exponential 
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				growth of Bitcoin balances. Investors soon found out that the Dark Web Spider could be trusted and honoured her payment and repay-ment obligations. In spite of having a limited IT infrastructure and administration, Sheila soon grew larger than many legitimate licensed banks, having total assets exceeding the equivalent of fifty billion dol-lar. She made the dark web flourish even more. The Queen of Adult Entertainment had become a queen of drugs, weapons, sanctioned activities and more. 

				Sheila was the Dark Web Spider. And she was proud of it. 

			

		

	
		
			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

		

	
		
			[image: ]
		

		
			
				SWISS FRANCENSTEIN - Financial Horror Stories	187

			

		

		
			[image: ]
		

		
			[image: ]
		

		
			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

			
				[image: ]
			

		

		
			
				Paulsongeist

				Clever on strategy, decisive on execution and passionate about performance, legendary hedge fund manager Paul Paulson passed in the same fashion as he had emerged: suddenly and dramatic. He collapsed on the trading floor when a big short sale turned sour. Just as his star had risen big time as a result of betting on a share going down, he was now going down big time him-self, because a share was going up. 

				A former manager of tech funds with one of the largest global fund managers, he had become fed up with the bureaucracy of a large or-ganisation and particularly with the passive management style he had to adopt. He, Paul Paulson, was born to be active, not passive. He had to beat the benchmark, not follow it. He was an alpha investor. An alpha male in fact. In all respects. Beta investors are not investors, he always said. They are followers, not leaders. Price fighters, spineless index trac-kers. He had joined global fund manager for its sizeable funds under management, but not for its investment style. 

				After some five colourless years tracking every index including the average career index, but not his own desire index, he had enough of it and set up his own hedge fund. Many colleagues had been happy to see him leave. There was something about him that most colleagues did not like. Not necessarily his ego – there were plenty of those around. It was something intangible, something that made them feel uncom-fortable. Something hard to define. His behaviour was not really stran-ge but still, there was something. He did not seem to have friends, but he did not seem to miss them either. His interactions with colleagues were mainly about work, about their performance. He did not seem to have much interest in women, nor in men for that matter. Whilst he was not bad looking, most women were not showing interest. Some 
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				found him a bit scary for some reason. The look in his eyes, the cold remarks in team meetings and there was more. His success – or rather the inexplicable nature of some of it – did not help either. Somehow nobody could recall any significant loss, even under adverse market conditions. Great for bonuses but a bit unreal at the same time. 

				Paul’s success was the main reason that drew some of his colleagues to him: he was a winner, had always been a winner. Several of the people he had pulled in, gradually became ‘wannabees’ as he referred to them. Wannabe him. Wanna replace him. Wanna play dirty games to see him go under. 

				Harry Sink was one of them. ‘Dirty Harry’ as Paul Paulson referred to him, initially for his dirty investment tricks that – admittedly – got him hired. That was before Paul started seeing them being used against him. Paul started hating his guts – particularly due to the jokes Dirty Harry made referring to the ‘big Paulsons’, Hank and John, implying he was insignificant. It annoyed him beyond belief but he never sho-wed it. He merely tolerated Dirty Harry at some point, for his decent investment performance. Not because ‘Dirty Harry’ Sink wanted to sink him…

				Dirty Harry was meters away when Paul Paulson collapsed. He wat-ched with a faint smile and without action as Paul was exhaling his last breath and relocated to the happy investing ground. He was quick to take the usual action expected from an actual CEO: he took the lead in paying the usual respects and organised the funeral in the absence of family - or lack of interest from them. In particular he took the lead in arranging the succession of Paul Paulson, as CEO.

				By himself.

				The inevitable move into Paul Paulson’s corner office took Dirty Harry less than a week. He had already ordered furniture. The night 
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				before he was planning to move in, he waited until everyone had left the office. When they had all left, he walked into the office that had not been touched or cleaned since Paul Paulson passed a week before. He had been observing the room from his own office in a lesser loca-tion across the trading room. As he walked to the desk, his eyes were scanning the room to see what he would keep. He pulled back the desk chair and sat down. What is this? Why is the seat warm? Nobody was here, right? I have not seen anyone. It doesn’t have heating in it? He stood up and looked at the chair. No electricity connection or batteries. As he sat down again he looked at the various things lying on the desk. His eyes slid to the top drawer on the right side. He opened it and stuck his hand in to reach out to a notebook inside. Suddenly the lamp on the desk went on. As he looked up, the drawer closed rapidly on his hand that was still in the drawer. He shouted out in pain and tried to pull out his hand which succeeded after being stuck for a few seconds. What the F is going on!?

				He wanted to stand up but stayed seated when the monitor on the desk switched on. He recognised how the screen changed the same way as when he was logging on. His eyes were glued to the login screen; his login name appeared as if he was typing it, followed by a password that did not show. The desktop became visible in the way it always did when he logged on, with one essential difference. He had not touched the keyboard... 

				He touched the keyboard and mouse, but there was no response in the screen, at least not a response to what he did. Instead Outlook ope-ned and an empty email appeared. The address field was typed. Dirty Harry watched in awe how ‘All Trading Floor’ appeared, with subject “Resignation”. A short email was typed in his screen, by some invisible or remote hand.
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				Hi all,

				It is hard to live with the truth that I killed Paul. I found it impossible to live with him being a superior performer. I am not a worthy successor and for that reason I am resigning from the firm, and also from life.

				Farewell and best wishes,

				Harry

				Harry kept staring at the screen, especially the last line. Resigning from the firm and from life? Is this some sick joke? He grabbed the mouse again to see if he could select and erase the mail, but it still did not respond. Instead Outlook was closed and the HR application ope-ned. After a few clicks he saw a screen with a button on it showing: ”Submit resignation”. What the F…!?! The screen showed a message confirming the resignation. What the F… is going on here?!

				Time to leave… Why is the chair not moving backwards? He struggled to get out of the chair that almost locked him between the chair and the desk. As he eventually managed to get out, he heard the door of the office closing and being locked. He grabbed the doorknob and tried to open the door, but it was not moving. He pulled hard but no-thing happened. He heard the air conditioning switch on. He walked towards the control. Minus 10 degrees Fahrenheit?! For an office? Is that possible to begin with?

				He soon felt in increasingly cold flow of air flowing into the room. He started sweating nonetheless. Why am I sweating?! He soon dawned on him that he was getting dizzy. The air seemed to contain less or no oxygen. He walked seemingly drunk to the desk and sat down.

				Just before Dirty Harry passed out and followed Paul to the happy investment ground, Paul Paulson’s face appeared on the monitor. It looked triumphant. He blinked at Dirty Harry. Then the screen swit-ched off.
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				The Bad-Damns Family Office

				“Welcome to the Annual Meeting of the Bad-Damns Fa-mily Office. It is great to see you, or at least the hands representing you, ha ha. During this meeting we will also have the shareholders meeting of Specula SRL.”

				Chuckles emerged from the medieval room in the Transylvanian Bran Castle that was empty, apart from the usual old furniture and seven hands without bodies attached to them, floating in the air. They looked as if they were part of person sitting in two rows of three per-sons each - without the persons being visible apart from their hands. One of them was sitting in the front, facing – or handing, depending how you look at it – the other hands.

				“The purpose of this meeting is to establish how our aim to increase Misery Under Management has been realised over the past year.” said the hand floating in the air in front of the group. When it is your turn, can you please raise your hand, identify yourself and report on what you have done to increase financial misery? Sorry to ask you to identify yourself. We can’t see each other after all. And let’s keep it that way, at least for others, ha ha. Please also identify what financial innovations you have used to achieve this. As discussed during our meeting of last year, we were all planning to consider how we can use bankruptcy boos-ters, mis-selling multipliers, angst accelerators, default doublers and loss leverage tools. My name is Lucifer, just for the records. I will be chairing this meeting, but I will participate as well of course. Hands 1, please tell us about your identity and your activities.”
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				“Of course. It is a pleasure to be here. I am King Cash. As you know, cash is king and my aim has been to cause as much misery in the space of alternative payments to cash. The one thing I am most proud of having achieved last year, was to put the Swiss economy into incredible turmoil. I unleashed ransomware on the Swiss National Bank, preventing it from converting the Swiss Franc into other currencies. I branded it “Swiss Francenstein” to scare these Swiss even more, including a logo to increase fear. This was a great angst accelerator. On the second day I also disabled payments in Swiss Franc within the country.” The Hand in the air turned towards the others Hands. “Do you have any idea what happens if you can’t pay for anything due to techno-logy malfunctioning? In this case people in Switzerland started stealing food, anything. Even within a day. It was mayhem, ha ha! I am quite proud that I managed to make the country come to a grinding halt, disabling payments altogether. It was a default doubler and bankruptcy booster in one. The Swiss Franc became a zombie currency, “alive but dead” as some media said. People and companies around the world still had their credit balances, but they could not use it anymore. We earned a million Bitcoin within two days, paid by the Swiss National Bank to make this problem go away. Not a bad return on investment, right? This was probably my best piece of Misery under Management.”

				The hands around him started applauding.

				“There is more though. I have also caused a lot of misery with a crypto-currency initiative. I was behind the launch of a highly advanced crypto-currency.” He laughed. “This currency – the ‘A-Live Coin’ was different from others. It was not only artificial-ly intelligent, it was also sentient and it had legal personality.”

				“That makes it human? Human money?” said Chair Lucifer.
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				“Practically yes,” said Hands 1. “But again, money that has come alive? Would you trust it? Being King Cash, I wouldn’t. I actually believed people would be scared, and that is exactly why I created it. Best just stick to good old cash if you want to avoid misery, by the way, ha ha! But that is not what I wanted. I wanted to create misery. Do you want to know what happened? The A-Live Coin started pro-creating, not unlike what central banks do when they print money, but then different of course.” He laughed in a sinister way. “Nothing sexual about it, just creation of newly incorporated subsidiary coins, all starting to live their own lives and pro-creating themselves. Investing in profitable stuff to grow hard, smart enough to go underground and finance anything ille-gal and miserable with value: terror, drugs, adult entertainment, body parts, really anything. The A-Live Coin became a family of coins, an army of coins. The sentience of the coins was not the same as having a conscience. I left that out of course. My idea of an angst accelerator. The sentience developed the coins into barbarian coins, sadist coins and other types of coins. Some of these coins were aimed at leveraging loss, mis-selling or causing bankruptcies. It has been difficult to measure the misery these coins have caused, but I tell you, it has been massive.”

				“Well done, Hands 1,” said Chair Lucifer. “Let’s move on. Hands 2, the floor is yours.”

				Hands 2 moved left and right, as if to greet the fellow Bad-Damns Family members.

				“So King Liar is my name.

				Fraud and deceit is my game.

				Maximum loss-leverage for others is my aim.

				All for my personal gain.
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				Let me tell you what I have done.

				I set up the Specula company, here at the castle of Bran.

				A company to make life miserable for anyone.

				It truly was a lot of fun.

				I have always been a liar.

				And in this castle I also wanted to be a vampire.

				So with our family member Gullible I would conspire.

				Together we built an empire.

				An empire of blood transfusion.

				And an empire of retirement illusion.”

				The Hands started applauding, but stopped when Hands 2 continued.

				“We maximised human blood extrusion.

				And for thousands a pension exclusion. 

				But my absolute main misery caused is the mother of all Ponzi schemes.

				The US Dollar has been subject of countless dreams.

				We have caused a US debt default and now we hear only screams.

				The currency has lost reserve status and all esteems.

				A booster seventy five times the US biggest bankruptcy.

				The world’s biggest outcry.

				The biggest Ponzi scheme in history.

				We have caused immense hysteria.

				I have even built Egypt’s biggest pyramid scheme.

				It was a Fund Pharaoh’s big profit theme.

				I did all for a love of money.

				And to capture all those miserable flies in the honey.”
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				The Hands all turned to Hands 2, raised and applauded louder than before.

				“That is truly remarkable King Liar, kudos to you and Gullible!” said the Chair Lucifer. Time for Hands 3, the floor is yours.

				Hands 3 rose a bit and started talking. “I am Gullible. In my in-vestments I have always been a victim. Of abuse, fraud, mis-selling, anything. From big counterparties, from small counterparties, from anyone. My contribution to misery therefore comes from the heart.”

				“Hear hear,” said the other Hands in chorus.

				“As King Liar already mentioned, I worked with him on the Specula misery. We sucked the blood and sold it as red gold. We took countless pensions, you have heard it all.”

				“Hear hear,” said the other Hands again, in chorus.

				“I have contributed to a very black event, but I will leave that to my sister Black Monday to tell you about. Instead I will tell you about my favourite misery. I have developed a passion for the arts of extortion, blackmail, duress and threats. I have incorporated the first art into a private equity investor who has done beauti-fully miserable things with it. It really has been quite straight for-ward. Whenever he bought a portfolio company, he had a – how shall I put this - ‘intense meeting of minds’ probably describes it well - with the management. 

				The other Hands chuckled.

				“In that meeting he used all instruments at his disposal – or created for the occasion - to make the management maximise growth. By all means. The man really was creative. He had read 
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				books about coercion, influence, power, arguments, psychology, incentives, even torture. And yes, he applied that knowledge. The management of the portfolio company always left the meeting as a new person, ready to disrupt any business strategy in their com-panies, any culture, work process. They became rather miserable people, that would make their staff, suppliers and competitors miserable in the process. All to grow the company to the max and to squeeze the max out of it, prior to the sale by the private equity company after a few years.”

				“Nice, Gullible, nice,” said Chair Lucifer. “I find it a bit hard to judge how miserable that has really been for everyone but take your word for it. Let’s move to Hands 4, and that is…me!. Does anyone need a comfort break before?” 

				The Hands nodded. Some went outside and lit up a cigarette on the corridor on the inside of the castle – just some hands with cigarettes in them - overlooking the inner courtyard of the castle dating back to 1377. 

				After about fifteen minutes the Hands reconvened and Hands 4 continued. “Let me start by saying that I am really happy to see how you are all creating so much misery! My name is Lucifer, so I am a bit of a devil, right? A naughty boy! Apart from liking bad things, I like supernatural stuff, so I have worked with some of you to create some good misery. I’ll tell you about it.” He stretched his fingers a bit.

				“First of all, I have worked with King Cash and Black Monday on the Swiss Francenstein misery. I don’t want to take much credit for that, but what I did contribute was the supernatural stuff. I mainly arranged that the ransomware was impossible to detect and solve. Apart from that I scared the board of the Swiss Nati-onal Bank by writing the next day’s Financial Times cover page on which it was reported that the Swiss Franc could not be used 
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				anymore for domestic payments either. I always enjoy a good angst accelerator! You should have seen their faces when I inclu-ded a photo of the Swiss National Bank on the cover with the text below mentioning they were not able to solve it, ha ha ha!”

				The Hands all laughed.

				“The other bit of fun I had was the sadist laugh that finished off that board meeting! I also played it unexpectedly at the end of the global press conference in which it was announced that the problem would be solved imminently! These were just special effects, but I also launched a more significant piece of misery. I have launched a new version of Northern Lights that appeared not by the North Pole, but over financial centres. Although peo-ple were amazed by the spectacle, they soon realised that these lights actually diverted payments done in those financial centres. It was a major default doubler and bankruptcy booster. That part was done in cooperation with King Cash, thank you very much. It was quite a lot of fun to see how much turmoil is caused by payments being unpredictable or not made at all! I must say it was also disappointing to see how quickly people get used to the new reality though.”

				“True,” said King Cash, “but satisfactory to see how soon cash is being used again in those cases. Cash really is king!”

				“Oh, I nearly forgot to mention that I cooperated with King Liar to replicate his talent to raise capital for a major Ponzi-scheme he set up. I created one hundred clonesultants that replicate his be-haviour and talent. They have successfully tapped many billions that have been invested in the Buconero – black hole – account. Just like another account I managed, account 666 of Banca Mon-te Cristo, bad things happened with the funds in those accounts, ha ha ha ha ha, ha ha ha ha.” He laughed with the same sound of 
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				the laugh he was talking about, the one made famous by Michael Jackson’s Thriller song.

				The Hands all laughed again.

				“And speaking of Ponzi-schemes, I helped King Liar with the Egyptian Ponzi-scheme by arranging the crocodile that ate an investor that dared selling his investment – a disaster in any Pon-zi-scheme - and the more difficult “Curse of the Fund Pharao”. I have to say I enjoyed the crocodile kill more though. It is just more spectacular than the apparent food poisoning of the other investor that left and was cursed as a result. Another brother will tell us more. One thing that did not work out well – that was frustrating – was about the Lossbusters. I have been quite succes-sful in making many poor people suffer in silence over the years, losing money on all kinds of things, gambling, being greedy, wrong investments, too much borrowing, you name it. This guy Ahmed – who won the Nobel Peace Prize – had an angel on his shoulder and managed to prevent and reduce a lot of that misery. I have to find a way to deal with that. Anyway, let us now move on to Hands 5 please”

				Applause followed from the Hands as Hands 5 started to speak.

				“So I am Baron Büllmarkt. My expertise and talent has been to set up big audacious projects or investments that subsequently fail and make people lose a lot of money.”

				“Baron Büllshit?” said Hands 6, and laughed.

				“Sort of,” said Baron Büllmarkt and laughed.” He continued. “One example I have managed is the new business model of Banca Monte-Cristo, the largest bank to invest in religion. I have made sure that the new investment strategy of that bank resulted 
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				in devastating losses. I cooperated with Lucifer on the set up of account 666 in which all losses had to be booked. Lucifer just mentioned it. Together we ensured that religion has now become almost literally bankrupt.”

				Lucifer stood up and applauded. The other Hands followed. “That is great, Baron, the bankruptcy of religion, ha ha, I love that!”

				“Thank you, Lucifer. Another project I got off the ground was the investment by a major retirement investor into catastrophe bonds. I ensured that the lawyers advising on the terms and conditions of the bonds made these conditions very easy to be fulfilled. It caused giant losses. Imagine your grandpa having to continue working for ten more years until he is 75 years old, just because some lawyers were drafting a definition in a smart way.”

				“I want those lawyers in my legal department,” said Lucifer and laughed. “Who is next? Hands 6, your turn.”

				“Thanks Lucifer,” said Hands 6 with a thick Texan accent. “I am Floathello, the investment banker from Texas.” He paused and cleared his throat. “Hang on, everything I say needs to rhyme.” He started.

				“My name is Floathello, I arrange funding in the dark.

				That is essentially my trademark.

				I arrange funding for anything bad.

				I want to make the world go mad.

				I arranged syndicated financing through a dark pool.

				I found the darkness there quite cool.

				Bad things happened after this “trading night”.

				That’s why I don’t like business in the daylight.
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				“You must have liked my Lucifer’s Lights though?” said Lucifer, and laughed. “Sorry for interrupting, please go on.”

				“I also arranged the first capital raising on the Dark Web.

				It made the biggest ever Bitcoin grab.

				The Dark Web Spider is now the biggest Dark Web bank.

				And it is me the Spider has to thank.

				Finally, I arranged the Initial Coin Offering of the A-live Coin, cryptocurrency.

				With its AI, sentience and legal personality, it has unleashed the biggest financial piracy.”

				“Hurrah Floathello, you are a star,” said Baron Büllmarkt and applauded. “We are so complementary. I make good things fail, and you make bad things succeed. Hurrah!”

				“Hurrah,” said all Hands in chorus. “Hurrah!”

				Lucifer clapped his hands. “We are coming to the end. Before we will celebrate with special drinks, we have one more member of the Bad-Damns Family to report to us. Hands 7, why don’t you tell us all about it? And please keep in mind that you are the only one between us and the drinks, ha ha.”

				“Thank you Lucifer. I am Black Monday. Whenever I asked “Mirror, mirror on Wall Street, who is the most miserable crisis of them all,” it was me the mirror mentioned.”

				“That is until I went bankrupt in 2008,” said Floathello. “Sorry, please go on.”

				“You are right,” said Black Monday. “The mirror on Wall Street actually inspired me to contribute to even bigger crises, and not 
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				just to cherish the one made me famous. This is why I am proud of what I have achieved.”

				“We are all ears,” said the Hands in chorus.

				“I was the architect of the Swiss Francenstein ransomware attack. King Cash and Lucifer both collaborated on the execution of it, but I take pride in having developed the idea and design of it. It was a lot of fun to create a major global crisis around a zombie currency.”

				The Hands chuckled as Black Monday continued. “You know my fondness and expertise in crises. I enjoyed the crisis I worked on with Baron Büllmarkt, where so many retirees invested in catastrophe bonds that did not pay out when expected. It was not nearly as big as my piece the resistance, though. That is – my dear brothers and sisters – the biggest ever crisis the world has seen and will see.” She turned her Hand towards Floathello. “I’m sorry Floathello, but your ban-kruptcy was about 75 times smaller than the one I have caused. This is the default of the United States Treasury to pay nearly fifty trillion US Dollars in debt. It has unleashed the greatest financial and economic misery the world has even seen!”

				“That is truly amazing, Black Monday, a piece de resistance in-deed!” said Chair Lucifer. “No doubt your mirror on Wall Street will mention the USD-Day for a very long time! I think that is the best possible way of ending this annual general meeting of the Bad-Damns Family and Special Purpose Company, Specula SRL. I hereby end the formal part of the meeting and to invite Gullible to tell you all about the special drinks he has arranged for this celebration of misery.”

				“Thank you, Lucifer. It is a great pleasure to announce a venture to you that has been particularly appropriate for this occasion. Specula has supported a strong emerging producer of blood 
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				transfusion equipment, called Sanguine. That was not intended to help blood transfusion. In fact we wanted them to suck blood for us. The funny thing is that they have become known for producing blood transfusion equipment, but what they really are is an investment blood bank. They have created a scarcity of blood by tapping incredible amounts and taking it off the mar-ket, about ten megatons. This has increased the price of blood. It has become known as ‘red gold’, wanted by all kinds of hospitals, medical care organisations etc, but sadly unaffordable now…” Gullible laughed.

				“How sad,” said Lucifer, and laughed with him.

				“Sanguine is a private company and we are their main investor. But the best is yet to come: we have set up a blood winery: Cha-teau du Sang. Sang means blood in French as you may know. Not to be confused with Sangria from Spain of course, an ordinary drink. Just like Chardonnay, Cabernet Sauvignon, Pinot Grigio and other grapes from which common wine is made, we have meanwhile actually produced different types of blood wine. They are named after the types of blood: O, A, B and AB. We have al-ready had barrels of the blood delivered to the castle in vans and stocked them up the wine cellar downstairs. Believe it or not, we have about five bottles of the rarest blood on earth: type Rh-null. There are less than fifty people on earth that have this blood type, and Sanguine has tapped five bottles from them.”

				“This is very impressive, Gullible,” said King Liar. “I knew you were up to something with Sanguine when we worked on this project, but not that it would be exclusive blood wine!”

				“Thank you, King Liar. Can you imagine we have actually hired a full time Sangelier?” said Mihai. “The equivalent of a Sommelier for regular wine, a blood wine expert that will recommend the 
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				best blood wine for any occasion. He will ensure the right blood wine is combined with the right dish. And he is here with us!” Gullible clapped his hands and the Sangelier came in with glasses and two bottles. 

				“This is the Chateau du Sang, Rh-null Grand Cruel, the most exclusive blood wine available,” said the Sangelier. He poured the glasses one by one. “I recommend you roll it around your mouths, wash it over your palate and suck in a bit of air. You will taste the last bits of life of the blood owner, feel the misery.”

				The Hands took the glasses and toasted. “I say cheers to that, cheers to misery!” said Lucifer.
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				The most significant and invaluable contribution came from a colleague, Hina Webb. She has been an excellent editor of most stories, giving me not just the native speaker language comments that I needed as a non-native English speaker, but also the editorial comments a writer needs on anything that improves a story: from narrative to style, to character, anything that distracts or does not work well etc. I am very grateful for her passionate and voluntary involvement that has gone beyond what could be expected. 
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